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The McKinley Letter 











In the way of a plain and practical setting forth of 
the policy of the administration, President Taft’s letter to 
Chairman McKinley is of unbounded merit. 

There are no redundant flights, no ambiguous state- 
ments, and his conscientious purpose to serve the whole 
people by a sane and safe redemption of party pledges is 
clear and unmistakable. Nothing simpler in narrative, nor 
more concise when covering such important subjects, has 
been seen for many days. Progressives, insurgents and 
independents can take a place in the ranks of those who 
accept his creed. Business need not fear destruction in 
any new alignment, nor need the public doubt fair super- 
vision. 

As a conservative expression of popular sentiment it 
cannot very weli be improved upon. We are assured of 
those things we seek, namely, constructive reforms, not 
destructive ones. To all manner of men it ought to have 
the tone of general optimism with no form of preference 
to any class. It will carry the theory of equal opportunity 
and righteous government into concrete existence along 
Proper lines. Mr. Taft’s greatness in statesmanship is 
each day surprising and delighting those who have been 
among the doubters. 
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THE OTHER MAN’S PLATFORM 





One-Sided Investigation a Weakness—Fair Examina 


tion of an Opponent’s Position Removes 
Many Causes for Contention 





Washington, D. C., September 2.— 
We have a republican friend who takes 
and reads a leading democratic paper, 
giving a careful perusal to its edi- 
torial comments. He claims it gives 
him an intelligent idea of the opposi- 
tion, and a better analysis of the 
beliefs of his own party, so that he 
can vote more intelligently supporting 
the principles he believes in without 
a dangerous partisanship. 

This seems to be a policy containing much that is the 
part of a wise man’s course. His idea might be of value to 
the railways and shippers. The so-called trusts might be 
helped in popularity by looking at the other tellow’s 
position. 

We are all too prone to accept as truths those things 
that are published by papers and journals conferring praise 
of our business methods and to reject as radical anything 
suggesting departure from established usage. Such rela- 
tions to contrary statements that may be possible of proof 
and hence become quite incontrovertible facts are of the 
narrowest sort and, if obstinately maintained, can only 
result in contention of the most extended character. In 
the space in our paper allotted to newspaper comment, we 
print a variety of opinions from all sections, for the very 
purpose of placing before our readers what is advanced 
by editors over a wide range of country. In some cases 
their opinions are tpposed to our own beliefs, but that is 
not a reason for passing them by. It is a strong argument 
in favor of careful examination to see whether they may not 
be right, and our own ideas perhaps requiring some re- 
construction to conform to more advanced and better 
fortified conclusions. 

Railway men are in a preferential way disposed to 
read strictly railway publications, the merchant and man- 
ufacturer those issues pertaining to their pursuits, the 
bankers and financiers, publications relating to finances and 
economics, and so it goes through the list. This is also 
very proper to the extent that such reading is not con- 
clusive because written for the approval of a specific class. 
We mean, of course, the editorial columns. In so far as 
they are opinions advanced as theories in most cases, they 
are worthy of consideration, but not as an unerring guide 
unless the most intelligent analysis warrants conviction of 
their truth. Plausibly favorable statements regarding busi- 
ness methods are agreeable to those who wish to continue 
in a long established course, and because they are well put 
befare the eye is not a reason for non-acceptance, but 
Kae i is it a reason for approval. 

Those who are in any large line of business must 
realize that there is a most phenomenal amount of public 
discussion, and to be in full touch with opposition is an ele- 
ment of protection. The greatest weakness in all contests 
is to ignore an enemy’s strength. Much can be learned of 
the power of opposition by understanding clearly the plat- 
form built for the contest. This is seldom accurately found 
out from partisan sources. In the differences between 
shippers and carriers, we suggest that each of them give 
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a fair and unprejudiced examination to the claims of the 
opposition. In the differences between the people and those 
whom they regard as monopolies, we offer the same advice, 
and in all cases, we say, examine conditions without tem- 
per, and with proper respect for the ability of all interested 
in the conclusions. W. B. B. 


Favors Fair Rate Advance 





The Joseph Joseph & Brothers Co., of Cincinnati, deal- 
ers in rails and railway supplies, have addressed the 
following letter to President Taft, favoring an increase in 
freight rates: 

“It has occurred to us that if the controversy now on 
between the railroads and the Interstate Commerce Com- 
mission be speedily settled and with a fair out-turn of crops 
this fail, business conditions would continue without inter- 
ruption whatsoever. Then this proud, grand, young coun- 
try of great potentialities, standing as it were on the 
threshold of morning, would outstrip all other countries 
and remain where it should be, i. e., at the head of all the 
nations of the entire world. 

“Untoward legislation against the railroads on the 
one hand and groundless complaint on the part of the rail- 
roads on the other, only tend to disrupt the ties of co-op- 
eration and confidence that should exist between those who 
govern and those who are governed. 

“If the Interstate Commerce Commission would allow 
of a fair increase of rates, so that the railroads receive a 
fair and reasonable return for the capital invested, we 
would move forward in uninterrupted prosperity. A fair 
and co-operative policy should allow of a careful investiga- 
tion into the affairs of the railroads, and if they can show 
that they deserve the increase in rates because of the 
increased cost of all materials and the increased expense 
in the way of labor they employ, then*they should be al- 
lowed to make fair increases and the public should be 
made to understand that the railroads are deserving of 
such help on the part of the Interstate Commerce Commis- 
sion. 

“It is our impression that this is all that the railroads 
are asking, and it is certainly the least that any proud 
citizen of the United States can expect to give the railroads 
that have done so much to develop the resources and 
extend the wealth and greatness of this country.” 


CONTINUES FIGHT AGAINST HOCKING VALLEY. 


Lancaster, O., September 2.—Prosecuting Attorney 
Courtwright of Fairfield county has filed a petition in the 
court of common pleas asking for an injunction preventing 
the Hocking Valley Railway company from holding any 
meetings, during the pendency of the suit for an injunc- 
tion, so long as the Chesapeake & Ohio continues to hold 
a majority of the stock of the Hocking Valley. An injunc- 
tion against the Toledo & Ohio Central and the Zanesville 
& Western is also asked preventing them from holding any 
meetings. The petition is in continuance of the fight 
against the combination of roads by the stockholders. 


FOR PEACE BETWEEN SHIPPER AND CARRIER. 
Sandusky, O., September 2.—The National Hay associ- 
ation, at the closing session of its seventeenth annual con- 
vention, adopted resolutions favoring a determination to 
seek and secure peace between the shippers and carriers 
of the country. 
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WESTERN RATE HEARING ON 


Examiners for Commission Begin Taking Testimony 
on Proposed Increases in Commodity Rates 
—Detailed Account of Hearings 








The western rate battle is on. 

The first investigation, under the terms of the new 
law, giving the Interstate Commerce Commission the right 
to determine in advance of the effectuation of new rates, 
the reasonableness thereof, opened in the federal building 
at Chicago Monday morning before Chief Examiner G. N. 
Brown. Rates in Western Trunk Line, Trans-Missouri and 
Illinois Freight committee territories are involved and over 
two hundred carriers made parties to the action. In addi- 
tion to Mr. Brown, the Commission is also represented by 
Examiner Hillyer and Attorney Lyon. 

A detailed account of the proceedings up to the hour 
of going to press follows: 


Brown Explains Case on Trial, 


“Case No. 3500, as you know, gentlemen,” said 
Mr. Brown in opening the proceedings, “is a counter- 
part, to some extent at least, of the case that was 
called in New York on August 15 and continued until 
September 7. As I understand the matter, the tariffs 
invelved in No. 3500 increase only commodity rates 
and do not increase class rates, as was the case in 
Official Classification territory. 

“The history of this investigation is similar to the 
history of the investigation that was begun in New 
York on August 15. If I recollect rightly, the Western 
Trunk Line committee and carriers competing with 
earriers parties to that committee tariff, proposed to 
advance commodity rates and to a certain extent make 
them effective July 1 last. That advance was sus- 
pended by a Missouri federal court. Then, after an 
agreement which was reached through negotiations by 
the President of the United States and with the Inter- 
state Commerce Commission, those tariffs were post: 
poned until August 1, 1910. After the eastern carriers 
had met the Commission and agreed to postpone the 
effective date of the class and commodity tariffs in 
Official Classification territory until November 1, 1910, 
the western carriers came forward and offered to do 
the same, and the Commission accepted their offer, and 
these tariffs were postponed until November 1, 1910. 
This proceeding, gentlemen, would be the same in all 
essential particulars as though the Commission had 
on its own motion suspended those tariffs pending an 
investigation. 

“You are all aware of the understanding that was 
reached with the Commission. And in view of the 
provision of the statute and the circumstances of these 
advances as well, the Commission thought best to place 
the affirmative with the carriers in the first instance. 
You may proceed, gentlemen, in any way you see fit, to 
justify the advances you propose to make by these 
commodity rates. Of course the hearings of the Com- 
mission are public; shippers and the public have 4 
right to be represented, and undoubtedly will be repre 
sented. The Commission will move with no undue 
haste, and as well we will use all possible speed, ! 
presume. But the interests are so large both to the 
railroads and the shippers and the business interests that 
the Commission feels that it should have all the light pos 
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sible on this question presented from both sides in 
order when it reaches its determination it shall do 
justice to all interests.” 

T. J. Norton, commerce attorney for the Santa Fe, 
announced that the railroads were ready to go on with 
the ease. He explained that it had been agreed by 
them that it was impossible to make a general show- 
ing for all roads, but that each line would have to 
present separately the conditions surrounding the indi- 
yidual system that justified the proposed advances. 

President E. P. Ripley of the Santa Fe was called 
to the stand. He testified that he had about forty 
years’ experfence in railroading; had served from 
clerk to president, and had had extended experience in 
both the traffic and operating departments of the trans- 
portation companies. He stated that he had held his 
present position for fourteen and a half years. 

“Now, Mr. Ripley, queried Mr. Norton, “why were 
the rates involved in this litigation raised?” 

“They have not been raised,” was the reply. “An 
attempt was made to raise them for two reasons; one 
was that they were too low per se, judged from any 
reasonable standard, but perhaps the most potent rea- 
son was that we needed the money.” 

“Why were they too low’per se?” 

“Because the commodity rates that are covered by 
the question at issue now kave been forced by various 
causes, some of them within arid some of them without 
the control of the carrier, down to a point which was 
unreasonable from the standpoint of the value of the 
service to the shipper and unreasonable also from the 
standpoint of the return to the carrier.” 

“You say this condition was brought about by cir- 
cumstances over which the carriers had no control in 
many instances?” 

“The carriers as a whole had no ccntrol over that 
whatsoever. The carriers, individually, in some cases, 
could have resisted, but these commodity rates were 
the result of the competition of commodity with com- 
modity, the competition of place with place, locality 
with locality, and, more than all, the competition, the 
bearing of the rates, so to speak, by the shippers 
themselves. The railroads were absolutely helpless and 
have been always as against the shipper.” 

“That is particularly true as against a shipper 
commanding a large volume of traffic freight?” 

“Naturally.” 

“Now you spoke about the Santa Fe needing the 
money. Has it not been earning enough?” 

“I think not. The Santa Fe has been—I suppose 
it would pass as having been a reasonably prosperous 
concern, .yet its earnings for the fifteen years during 
which I have had jurisdiction over it have been on its 
capitalization about 4% per cent. Perkaps the whole 
Story ought to be told; that average of capitalization 
is over a series of fifteen years. Naturally, the last ten 
years have been better than the first ten years, but 
that is the story as to fifteen years, and even in the 
last ten years the earnings on the capitalization have 
been something less than six per cent. 

“Furthermore, the capitalization does not represent 
the value of the property. The reproduction value of 
the property to-day would be, in my opinion—and I 
am not stating it merely as an opinion, I have reasons 
for believing it and knowing it—the property could not 
be reproduced to-day for its capitalization. If you 
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separate the stock from the bonds, the property has 
earned in one year as high as 13 per cent on the 
capital stock, but that was an exceediagly—” 

“That is on the common stock?” 

“That is on the common stock. That is an ex- 
ceedingly prosperous year. Last year, the year just 
closed, it earned 8.8 per cent. 

“Now you ask if that is not money enough, and 
I say most emphatically that it is not money. enough. 
It is not money enough to do the things that the public 
expect of us, the things that we must do if we are to 
keep abreast of the times. When an institution as 
large as ours is standing still, it begins to go back- 
ward, and if We are to meet, or approximately meet, 
the demands of the public, we have got to earn a 
very much larger margin of profit than that we have 
earned yet, in order to maintaii our credit and obtain 
the money to do what is necessary to be done.” 

“At this point, in line with your statement that 
the Santa Fe during the fifteen years of its existence 
has paid on an average 4.68 per cent on its stock—” 

“On its capitalization.” : 

“On its capitalization; this is the investment?” 

“That is the investment.” 

“Paid on its investment.” 

“Now, do you think the Santa Fe has ever earned 
enough to maintain its credit, so far as freight and 
passengers are concerned?” 

“It is somewhat embarrassing to say that the Santa 
Fe never earned enough to maintain its credit, because 
its credit, as railroad credits go, is very good; but the 
majority of the bonds we have sold in the past have 
been sold at less than par. While some have been 
sold at par, altogether our receipts from the sales of 
bonds are about $8,000,000 to date less than their face 
value, representing the discount that we are obliged 
to accept. 

“As to their having had money enough, I suppose 
our experience is the same as that of most other 
railroads, and that is, that there has never been a 
time when we did not have before us pressing demands 
for two or three or fopr times as much money as was 
available. We make an annual budget every year, our 
subordinate officers state their requirements, and state 
what in their judgment it is necessary or desirable to 
expend on the property, and never yet have we been 
able to appropriate as much as was asked for, and 
very seldom have we been able to appropriate half 
what was asked for.” 

“Have you at any time been obliged to reduce 
what you appropriated when it came to expending it?” 

“Yes, several times we have found that the con- 
dition of the market and ihe credit of the railroads 
generally was unequal to continue that which we had 
projected, and we were obliged to cu’: that down.” 

“Do you think that a railroad situated as the 
Santa Fe is, reaching from the lakes to the gulf, and 
to the Pacific ocean, should ever have been required 
to sell its bonds at a discount of about $8,000,000?” 

“Well, that is a matter for the public and those 
who have money to loan, to judge of. We do not 
think that we ought to be required to sell our bonds 
at a discount; but if the people differ with us in that 
respect, we are really helpless. 

“Our history in that respect is probably as favor- 
able as that of most of the railroads, perhaps better 






ee 
= SS 





omens 


s 


332 THE TRAFFIC WORLD AND TRAFFIC BULLETIN 


than that of the average railroad in the United States, 
but our credit ought to be good enough so we could 
always sell our bonds and stock at par. The ideal 
condition, of course, is that we should be able to sell 
our stock at par. That we should be able to take in 
more partners instead of taking in more creditors; 
but that has not always been possible, in fact, is very 
seldom possible, either with us or with any railroad 
company.” 

“Would you not say that a railroad situated like 
the Santa Fe, with its earning power, if it had ade- 
quate earnings, it would sell its securities at par?” 

“If its earnings were such as to give the public 
confidence that dividends c’uld be maintained at a 
reasonable rate, considering the risk, there would be 
no difficulty in selling its stock at par. Some railroads 
are fortunate enough to do that. The Pennsylvania, I 
think, has issued no bonds for a good many years. It 
always has obtained the money for necessary improve- 
ments by selling its stock. That is the ideal condition.” 

“What is your idea as to what improvements should 
be made out of the earnings, and what out of the 
capitalization? That is to say, should the rates in this 
ease be increased so that improvements may be made 
directly from the earnings?” 

“Well, in part. There are certain classes of ex- 
penditures that should be made from earnings always 
rather than from the sale of either stock or bonds.” 

“For example?” 

“Well, for example, a very large class of expendi- 
tures that return no interest, upon which there is 
no possible—no probability, and no possibility of any 
direct return either in saving of expenditures, or in- 
creasing the earnings. In that class are the various 
restrictions and improvements demanded by municipali- 
ties. Where we are obliged, for instance, to elevate 
our tracks in the cities. That is something that the 
return from which, financially, from a railroad stand- 
point, amounts to nothing. It is of safety td the public, 
convenience to the public, and in a certain way it is 
a convenience to the railroad, but the interests on the 
cost of an improvement of that kind is 10 or 20 or 30 
per cent times any benefit that accrues from it to the 
railroads themselves. 

“The building of fine stations, while it gratifies the 
local pride of a community, while every little town along 
the line wants a station which shall be the pride of the 
place and in most cases the very best building in that city, 
does not sleep nights, so to speak, until its gets something 
of that kind, particularly if another town has it—all these 
things cost the railroad a great deal of money, yet pay the 
railroad absolutely nothing in return. 

“The same is true with the paving of streets. The com- 
munities all along our line, and they improve as they grow 
up from country villages to would-be metropolises, demand 
all manner of improvements in the way of gates, in the 
way of paving crossing, in addition to stations and all that 
sort of thing; and they ask for it properly; it is a proper 
municipal regulation, but there is no return to a railroad 
company, and all those things, in my judgment, ought to 
be met very largely out of earnings. 

“The question of the proper distribution between capi- 
tal and earnings is one that can be argued on both sides 
and argued almost indefinitely, but it is my belief that the 
present generation should join in the expense of those mat- 
ters; that the railroads should be allowed to pay for them 
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out of earnings in order that the entire burden may not 
be settled on posterity. 

“When a municipality builds a water works, or issues 
bonds for the improvement of its streets, it begins at once 
to apply a certain amount of the taxes to the extinction 
of those bonds. The railroad companies should be per- 
mitted to do the same thing. A portion of the income de 
rived by those municipalities from taxes is immediately put 
aside as a sinking fund to extinguish that debt. Unless 
the railroad company is permitted to earn sufficient margin 
over and above its dividend requirements, assuming 
always that its dividend requirements are reasonable, — 
unless the railroad company is permitted to earn a sub- 
stantial margin over and above that, it not only loses its 
credit, but it is unable to meet the class of expenditures 
that I have been discussing, without the sale of additional 
bonds, the placing of additional] mortgages on its property, 
and the consequent transferring of a certain burden which 
ought to be borne by the present generation onto posterity. 
That is what has been done in England. The policy of 
paying everything out in dividends, putting nothing back 
into the property out of earnings, has been pursued to an 
extent there that has rendered the capitalization of those 
railroads so large that it is almost impossible for them to 
earn anything on it.” 

“Now, in what is commonly known as, among lawyers, 
the Knoxville Water case, it was stated by the Supreme 
court of the United States that in addition to keeping up 
the plant in workable and proper condition, the owners 
were entitled to charge something off, or set something 
aside for what might be termed obsolescence, and I think 
it was stated about 2 per cent in that case. Do you think 
that a railroad, in addition to preparing for the deteriora- 
tion which the Interstate Commerce Commissions prescribe 
for equipment, should also prepare for the obsolescence of 
the plant itself?” 

“A railroad company certainly should be sufficiently 
strong financially to take care of it, either by improvement 
—either by a stated charge to depreciation, or by improve- 
ments made out of earnings which would effect any depre- 
ciation that there may be. For instance, a station building 
which is entirely adequate for to-day, or was entirely ade- 
quate when it was built fifteen years ago, becomes inade- 
quate, and it has to be torn down and thrown away and 
replaced with another building. I have already said that I 
think these things should be largely, if not entirely, made 
out of earnings, and that provides in a way for obsoles- 
cence, or depreciation. 

“The general custom has been, I think, to fully main- 
tain the properties out of earnings wherever that was possi- 
ble, wherever there were earnings enough, and that full 
maintenance, accompanied, perhaps, with some improve- 
ment, has been supposed to take care of the depreciation, 
so that there never has been any actual charge for depre- 
ciation on roadway or track. But whichever way it is 
done, it amounts to the same thing; you either raise 
enough money from the public to take care of those things 
out of earnings, or you should charge enough to take car‘ 
of them by charging depreciation expenses.” 

“Speaking of the improvements which do not yield an) 
added revenue in return, will you have in the future large 
demands to make improvements of this sort? Have you 
any in mind?” 

.“We have a great many in mind. There is not a rai! 
road in this western territory which has not substantially 
arrived now at the point where all its original facilities 
which have not already been replaced, must be replaced. 
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Practically all of the railroads in this western country have 
peen partially rebuilt or will have to be almost imme- 
diately partially rebuilt. Many of them have been almost 
wholly rebuilt, and yet there are a thousand and one things 
that are almost obsolete which have got to be renewed. 
We have very large matter of that kind staring us in the 
face now. The railroads entering Kansas City, for instance, 
are about to spend twenty million dollars for additional 
facilities in that city, including a magnificent station. 
Some of the railroads in Chicago, notably the line over 
which we enter the city, have got very soon to make a sim- 
ilar expenditure here.” 

“That is the Dearborn Street station?” 

“Yes, and the Northwestern has spent, I do not know 
how many million dollars, for a station in Chicago, on 
which it cannot earn a cent of interest. The Pennsylvania 
is in the same position. I suppose that there has got to be 
spent in Chicago perhaps sixty or seventy million dollars, 
that is, there should be in the next five or six years, for 
expenditures that pay the railroads nothing practically. 

‘In addition to dividends which give the company 
credit, and to making large improvements out of earnings 
and to guard against deterioration of the plant, should the 
earnings be sufficient to protect you against lean years?” 

“Lean years come, as we all know, and there ought to 
be the same provision there that any mercantile establish- 
ment has. They have got to take their chances with the 
public so far as the lean years are concerned, and they cer- 
tainly ought not to be judged as to their results by the best 
years any more than the worst.” , 

“On what the rate should be how much concern, in 
your opinion, does the public have in reasonable rates or 
in the rates as charged?” 

“As to the particular rates in question—and, by the way, 
I ought to say that these particular advances amount to 
very little in money; these particular advances so far as ap- 
plied to us will not bring us one-tenth of what we ought to 
have—but so far as the results on the public are concerned, 
of course there are two classes of the public. As to the 
consumer, all these rates that are under discussion are 
absolutely a negligible quantity. There is not a family in 
the United States that would know the difference between 
the rates as they exist now and the rates that are pro- 
posed here, if they were not told of it. I doubt if the rates 
that are proposed here would make a difference, to be ex- 
ceedingly liberal, I do not think there is any family of five 
people whose income would be depleted by one dollar a 
year by these advances in rates. It is a negligible quan- 
tity so far as the consumers are concerned. A great num- 
ber of these commodities that are under discussion are 
sold to-day at the same price everywhere in the United 
States. The freight business is absolutely nullified, or at 
least is a negligible quantity; they are all sold at the same 
price regardless of what the freight rate is.” 

“That is particularly true of many kinds of shoes and 
hats and wearing apparel?” 

“Almost all standard articles, such as are advertised in 
the papers, are sold at the same price the whole country 
over.” 

“The same at the door of the factory in New England 
as it is in San Francisco, 3,000 miles away?” 

“Tes.” 

“In any event, what part of the rates go back to the 
public, and in what way?” 

“Well, on an average, taking the railroads of the United 
States, about 70 per cent of every dollar they earn goes 
back to the public in one shape or another.” 
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“And the bulk of that, as I understand, goes back in 
labor, or a good part of it?” 

“In labor, directly and indirectly, labor and the mate- 
rial into which labor enters, and which is perhaps the prin- 
cipal factor. I think it is probably quite correct to say 
that of all the disbursements of a railroad more than half 
goes to labor.” 

“And that reminds me, that the railway is probably the 
heaviest single buyer in the country?” 

“Yes, sir, there is no question about that.” 

“And buys about half the lumber of the United 
States?” 

“About one-half, I think it figures.” 

“And so of iron and steel and other commodities?’ 

“Yes.” 

“And in that way, in addition to keeping the enormous 
payroll of itself up it attends in great measure to the pay- 
rolls of other concerns?” 

“Very largely.” 

“From your line of statements, then, I take it that the 
prosperity of the carriers, that they earn reasonably and 
move forward and have money to spend, as you have 
stated, is of more importance than the cheese-paring of a 
few freight rates?” 

“Infinitely more. I do not know of anything more that 
would precipitate trouble in this country any more surely 
or any faster than the non-prosperity on the part of the 
railroads. They are the largest buyers of any single in- 
terests in the country, and they are actually the largest 
buyers of a great many commodities.” 

“Well, in addition to being the largest buyers, are they 
not also the largest borrowers of money?” 

“I think so. I think that would be pretty generally 
conceded, that the railroads’ financial demands are heavier 
than those of any other interest.” 

“Is it not true that that is a demand which never 
ceases?” 

“It never will cease until the country stops growing. 
It is very important, I think, that railroad credit should be 
maintained in order to afford opportunities for investment. 
Railroad bonds heretofore have been rather a favorite in- 
vestment, on the theory that they were safe properties, safer 
than the average investment. As soon as that feeling is dis- 
turbed it is going to make a great difference to the country. 
The matter of investment for insurance companies and 
banks will be a very serious matter.” 

“What is the element of first importance in getting 
at the reasonableness of freight rates, in your opinion?” 

“That is a question that is very often asked, and 
which it is difficult to answer in words; it is difficult 
to express exactly what I mean. First and foremost, 
there never was any better definition of a reasonable 
rate than that which was given many years ago by 
somebody and -which has been used as a by-word and 
a reproach ever since, namely, “what the traffic will 
bear.’ That is the best definition which was ever 
given of it. That does not mean all the traffic will 
bear, it does not mean all that can be extorted or 
squeezed out of it, but what the traffic will bear hav- 
ing regard to the freest possible movement of com- 
modities, the least possible burden on the producer 
and on the consumer. The middieman can take care 

of himself. But with those two qualifications, a rea- 
sonable rate is what the traffic will bear. If the utmost 
freedom of action is given, the railroads will carry a 
very large amount of property at less than the average 
cost; that is to say, there are conditions under which 
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property can be moved from place to place at less 
than the average cost of the whole movement and still 
pay a smal] margin of profit.” 

“Business requiring that?” 

“Business requiring it, yes. The trouble is that 
when the question of reasonableness is involved the 
public applies to railroad rates their usual standard of 
reasonableness. For instance, if one asks what is a 
reasonable price for a lot on Michigan avenue, the 
party who is asked, his mind immediately reverts to 
the question of what the property is worth on the other 
side of the street and what it is worth on some other 
avenue and what it is worth alongside in a similar loca- 
tion, and he forms his idea of reasonableness on that 
basis. Similarly, the average citizen, in discussing the 
question of reasonableness of rates, says that the‘A, B 
and C railroad hauls certain business from A to B 
at abnormally low rates. He does not know the reason 
for it. The real reason may-be and probably is that 
if it did not move at that rate it could not move at all, 
but he immediately applies that standard or criterion 
to rates which are made under entirely different cir- 
cumstances, under different conditions, and he says, 
this rate you are making is absurd, you are carrying 
this business at half or even a quarter of what you 
are charging for this other, therefore your higher rate 
must be unreasonable. There is no better guide for 
the making of rates with proper limitations than just 
that old phrase, what “he traffic will bear.” 

“And that has been the one applied from the 
beginning?” 

“Yes, always.” 

“And they have not got away from it yet?” 

“They never will get away from it. Of course, re 
strictions may be placed about it by law oc otherwise 
so that it will be impossible to do that, but that is the 
real basis upon which rates ought to be made, in my 
opinion.” 

“Then I take it, from your statement, that the 
general test of the reasonableness cf rates is the result 
of their application?” 

‘It is a judicial function, the making of rates, in 
which all the conditions have got to be taken into 
account. It is perfectly proper that there should be 
regulations to prevent, if you please, extortion; al- 
though I do not think there ever was any extortion 
in this country.” 

“Then if in this country or territory the traffic 
has moved freely and business has been prosperous 
and commercial houses have made money, more than 
you have with your railroad, the inference to be de- 
duced from that is that the rates have been reasonable, 
if I understand your statement.” 

“That what?” 

“That the rates have been reasonably low?” 

“IT think as a rule that they have been unreason- 
ably low.” 

“Coming to the question of volume of traffic and 
cost of rendering the service, I will ask you first to 
say what you will about the cost of rendering the 
service as being an element in the reasonableness of 
the rates, in ascertaining what are reasonable rates.” 

“I think that the cost of service is only one of the 
items to be considered in the making of a reasonable 
rate, and not a very important item at that. WBither 
the cost of service or the returns made on capital. I 
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think that while they may be considered under certain 
conditions, they are remote. The railroads in this 
western territory receive to-day probably less than thei: 
expenses Or cost would have been 25 years ago. The 
railroads, of course, have been’ obliged to introduce 
very great economies. They have rebuilt their track: 
enlarged everything they had, their passing tracks 
turntables and roundhouses, built larger engines, built 
larger and better cars; but all those things are accon 
plished only by very large expenditures of borrowed 
money, and they have failed to keep up with the re 
ductions in rates which have followed. Those economie 
are not without their thorns, either. In many respects 
those economies have not worked out as well as we 
thought that they would.” 

“For example, when you put on a locomotive of 
greater tonnage capacity, you have correspondingly to 


increase the wages of the men who manage and op- 
erate it?” 


“Yes.” 

“Those engines also are a great wear and tear upon th 
track and roadbed?” 

“Yes. We have had to strengthen all our tracks aud 
bridges in order to carry the amount we have got. Mor: 
over, we build a car now which costs us about 100 per cent 
more than the car of 15 years ago. It is built of steel and 
will carry anywhere from 50 to 100 per cent more than the 
car of 15 years ago would carry, and it is equipped with 
couplers, so that men do not have to go between the cars 
to couple up trains. That is very proper; it saves personal 
injuries and men’s lives and all that sort of thing; but the 
result of coupling with the automatic couplers, coupling 
by impact, as it is called, is that everything in the car that 
is not nailed down is more or less liable to be broken. 
Our loss and damage claims are running about sixteen 
hundred thousand dollars a year. They have been enor- 
mously increased by just that one improvement which is 
looked upon as an economy but which is not all an 
economy.” 

“In addition to what you have referred to ahout the 
locomotives, is it not true that they require about twice 
the monthly expenses for maintenace and repairs, and so 
forth, over what was required before?” 

“IT do not know that I would say they are twice as 
much. They are twice as much as the engines we were 
using 20 years ago, but then they are twice as big and do 
twice as much work, and that is to be expected.” 

“Now, with rates in your opinion adequate to make 
expenditures such as you have described, who would get tli 
greater benefit from the use of the money, the stockholders 
or the public?” 

“I suppose that would depend very largely on how 
much was paid to the stockholders and how much was given 
to the public; it depends on the policy. If a railroad com- 
pany is so fortunately situated that it can give its stockhold 
ers something and give the public something also, the 
benefits would be largely on the side of the public, because 
what the public needs is better railroads and better 
service. There is hardly any railroad in this country to-day 
that is built as it ought to be built, that has the safety 
appliances that it ought to have, or that is in the condition 
that the public interests require.” . 

“Can you state in amount the increase of wages that 
the Santa Fe has to meet this current year?” 

“Well, this current year so far as we know now, our 


wages have been advanced as compared with last year 


almost two million dollars.” 





Septem 


suffere 


dollars 


have 1 
about 

M 

M 
gone j 
been : 
to the 
land gs 
writte 


but it 
additi 
made 
applic 
keepit 
M 
discor 
capita 
E 
does 
M 
first ] 
very | 
N 
E 
N 
varior 













tain 
this 
heir 
The 
luce 
ck: 
cks 
uilt 
:Om- 
wed 


nies 
ects 
we 


ry to 
op- 


1 th 


and 
Lore 

cent 
. and 
1 the 
with 
cars 
sonal 
t the 
pling 
that 
oken. 
kteen 
enor- 
ch is 
ll an 


t the 
twice 
nd so 


ce as 
were 
nd do 


make 
et the 
slders 


how 
given 
| com- 
khold 
», the 
cause 
better 
to-day 
safety 
dition 


s that 


w, our 
t year 





September 3, 1910 





“That is in addition to numerous advances in years 
“Oh, yes; Iam comparin.x it with the year before, with 
t year.” 


‘Do you want to make a statement as to what you 


think the Santa Fe should earn on its investment in order to 


have money to pay adequately its stockholders, to make 
the improyements necessary, to borrow money, to have 


‘ the eredit to borrow it at low rates, and to serve the public 


the fullest proper capacity?” 

“That, of course, is a matter of judgment. That would 
vary with different roads. So far as the Santa Fe is con- 
cerned, I think we ought to earn double what we pay in 
dividends at least. For instance, if we pay six per cent in 
dividends, I think we ought to earn 12 per cent on our 
stock, if not more; certainly not less than that.” 

“Now, Mr. Ripley, what has become of the money that 
you have had heretofore in the operation of the Santa Fe?” 

“What has become of it?” 

“Yes. I mention that in view of some things from our 
shipping friends to the effect that we have got a lot of 
money somewhere.” 

“We have not got any that is not appropriated. At the 
moment we have got a little on hand which is going cut 
pretty fast, but I suppose what you mean is how our 
income has been appropriated?” 

“Yes, and have the proceeds of your bonds gone en- 
tirely into the property?” 

“Absolutely.” 

“In addition to the sales of the bonds on which you 
suffered discount, as I understand, of about eight million 
dollars, have you put earnings into the property?” 

“We have put in about forty millions of earnings in 
the last 15 years, which has not been capitalized, by the 
way.” 

“It hag not been capitalized?” 

“No. We have written off—I am not sure that we 
have written all that off. Mr. Bailey, we have written off 
about forty-three millions, have we not?” 

MR, BAILEY: “Twenty-three millions written off.” 

MR. RIPLEY: “Well, forty millions of earnings has 
gone into the property, of which twenty-three millions has 
been written off and absolutely disappeared. In addition 
to that there has been three million dollars received on 
land sales which has also gone into the property and been 
written off.” 

MR. LYON: “That is in addition to your dividends 
declared ?”’ 

MR. RIPLEY: “In addition to our dividends declared, 
but it has not been added to our capital account. And in 
addition to that, until the Interstate Commerce Commission 
made certain rules for us, there has been a very liberal 
application of earnings charged directly to expenses in 
keeping up the property.” 

MR. NORTON: “I understand this eight millions of 
discount on your securities has also been written off.” 

“Yes, it also has been made up and does not appear as 
capital account.” 

EXAMINER HILLYER: “What per cent of discount 
does that eight million dollars represent?” 

MR. RIPLEY: “Well, various percentages. When we 
first began to sell our bonds and when our credit was not 
very good we sold some as low as 86, I think.” 

MR. BAILEY: “82% flat.” 

EXAMINER HILLYER: “That is the lowest?” 

MR. RIPLEY: “That is the lowest, and there have been 
various variations in our credit.” 
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MR LYON: “What did your last bonds sell for?” 

MR. RIPLEY: “Our last bonds were convertible bonds, 
convertible into stock, and sold at par.” 

MR. NORTON: “Sold at par on account of their being 
convertible, probably.” 

“Yes.” 

EXAMINER BROWN: “The thought occurred to me 
in this connection, I recollect as you went along you stated 
that the western roads, as I understand, about all of them 
would have to be rebuilt. Does that mean that the life of 
a railroad is about 50 years?” 

MR. RIPLEY: “No.” 

EXAMINER BROWN: “I take it most of the western 
roads have been built round about 50 years, have they not?” 

MR. RIPLEY: “Yes, sir. Some of them longer, but 
they have been in constant course of rebuilding ever since 
they were built. The railroad of 50 years ago would not 
carry anything now, and the railroad of 50 years ago would 
not be considered even equal to a contractor’s plant for 
building a railroad. They have been in constant course of 
rebuilding ever since, and that has been going on indefi- 
nitely.’ 

MR. NORTON: “They have as a matter of fact been 
rebuilt several times, have they not?’ « 

“Oh, yes, built and rebuilt.” 

“Within my recollection the Santa Fe has been rebuilt 
about three times in the western country?” 

“Yes.” 

“One thing I want to make distinct while I think of it. In 
your testimony you spoke about earning twice as much 
from the investment in the property as you paid in divi- 
dends. I should like to know what you think you ought to 
pay in dividends to the shareholders?” 

“Well, that is a matter of judgment; I do not think we 
ought to pay less than six per cent. In order to make the 
stock reasonably attractive and keep our credit up.” 

“And that would make the earnings on the investment 
not less than 12 per cent?” 

“Yes, it would make the earnings on the stock not 
less than 12 per cent, and that would be less than 12 per 
cent on the investment. It has been frequently stated that 
it has been the policy of the Pennsylvania railroad to put 
one dollar into the property for every dollar of dividends 
paid, and I think that is a very modest and very excellent 
plan.” 

“Are we to understand that the stock of the Santa Fe 
is less than the investment, from your statement?” 

“I said that six per cent on the stock would be very 
much less than six per cent on the total investment.” 

“Yes, I understand. Now in addition to what you 
stated about the increase of wages of employes, what have 
you to say about the cost of material entering into use by 
the railway company?” 

“Well, in the last ten years the cost of material has not 
been very much enhanced. The additional cost to the railroad 
is more in the line of more material and better material 
than in the mere cost of it. And if you will go back 20 
years or even 15 years, there has been a very marked in- 
crease in price, but for the last 10 years prices have not 
been vastly increased per unit. But a car that we used to 
pay $500 for ten years ago we are paying $1,200 for now. 
It is not the same kind of a car, it is a very much better 

car. And the same thing runs through almost everything 
we do, we are obliged to furnish a better article. The only 
thing that has very largely increased is the matter of 
ties.” 

“Referring to the larger cars and the better cars that 
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you have mentioned, do they carry relatively a heavier pay- 
ing load than the old cars carried?” 

‘Theoretically they do.” 

“Practically.” 

“Practically they do in some. cases, but in a great 
many cases they do not, because we have a great Many 
light lines, a great many light branches, where there is not 
enough business to load the cars fully; and, in fact, on all 
our lines there are a great many classes of business where 
you cannot load to maximum load, so that the increased 
tonnage per car we get applies only to our main lines, 
and then only to certain portions of our tonnage. It is a 
doubtful question whether it is wise or has been wise to 
increase the average size of our box cars beyond possibly 
80,000 pounds, because there is so much of the time that 
we have to haul the extra dead weight without any addi- 
tional load.” 

“And as a matter of practice has not the minimum in 
one instance or another been reduced?” 

“Tt has.” 

“Kither through the demands of the shippers or through 
regulations?” 

“Not so much, as far as the Interstate Commerce Com- 
mission is concerned, but by the various states, yes, very 
largely. The practical unit of sales as to many items is 
the carload, and there has been a great indisposition on 
the part of the shipping public to increasing the minimum 
carload, so in many cases we are obliged to use a_car 
which will carry 80,000 pounds for a 25,000 or 30,000-pound 
load.” 

“That is true on the main line, while as I understand 
you on your branch lines these so-called economies never 
have been in effect?” 

“Well, only to a limited extent.” 

“In addition to the increase of tax burden, what others 
have you in the way of safety appliances and expenses of 
regulation, and so forth?” 

“Well, safety appliances are demanded by the public 
and they are demanded by the Interstate Commerce €om- 
mission. I have no quarrel with that, we are just as anx- 
ious to furnish them to the extent of our means as anybody 
is to have us furnish them. Our expenses of regulation, or 
what you might call our expenses of being regulated by 
thirteen states and the national government, are very large. 
I do not know that I can make an accurate estimate of the 
amount. It probably costs us $150,000 a year to be regu- 
lated.” 

“Those expenses have been increasing and are now in- 
creasing?” 

“All the time.” 

“Of course it goes without saying that the money that 
you have borrowed from time to time has entailed a larger 
expenditure by reason of interest, your interest charges?” 

“Yes, sir. Would it be desirable to make a statement 
as to the money which we have received, that we have 
borrowed in the last fifteen years? I say fifteen years be- 
cause that is the time the present company took hold of 
the property. I think we have a statement showing the 
amount of money that has been borrowed and what has 
been done with it. I guess I have it here. 

“Our property investment in 1896 was in gross figures 
$372,000,000. It has grown until at the close of 1910 it was 
$579,000,000 plus, practically $580,000,000. 

“The income applicable to bonds, interest, dividends 
and appropriations for improvements has grown from $2,- 
432,000, in round figures, in 1896—that is half the year, 
however—say it has grown from $6,000,000 in 1897 to $32,- 
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000,000 in 1910. And the per cent of income to the prop- 
erty investment has grown from 1.57 in 1897 to 5.58 
1910; and in no year has it exceeded 6.30.” —_ 
“That 6.30 was in the year 1907?” ante 
“Yea,” 
“Only twice in the fifteen jears you speak of was 
6 per cent reached?” 
“Yes, sir.” 


“That is the return on the investment, not divi- parti 
dends; the retturn on the investment.” 


only 
in cond 


Atwood Cross-Examines Ripley. serv! 


Following the direct testimony of President Ripley, 
Monday, the witness was taken in hand by Attorney At- 


wood. Mr. Atwood’s first questions were as to recent 


issues of bonds. The witness stated that the issue author- on ct 
ized to be issued in June, 1909, was a convertible bond. nort: 
Witness also stated that these bonds were offered to the infin 
stockholders at 102 and interest. form 
“Are you sure it was not 104?” asked Mr. Atwood. asse 
“Are you speaking now of the last issue?” countered fined 
the witness. 
“No, I am speaking of the issue of 1909.” ear 
“Oh, 1909—I think it was 104.” 
“And some were taken?” 
“Largely taken by the stockholders.” 
“Do you know the market value at which they stand 
now?” crea: 
“I think it is 107.” 
“You would not be sure it is 108 and a fraction?” 
“No, I would not.” has 
“How about the fifty-year convertible at 1955?” alres 
Witness replied that the issue was selling at about 101 
or 101%. 
“You are quite sure they did not sell last May at 111 mov 
and a fraction?” five 
“IT am quite sure that those bonds did not; no, sir.” 
Mr. Atwood inquired if the convertible due 1917 sold at sion 
113 and a fraction, the fact that one of the road’s sets sold 
at 108 and had to be sold under the directorate’s provisions inve 


at 104 and the other stood in the market last May at 111 
would indicate if the credit of the company was injured by 
the situation. 

“It weuld indicate,” replied Mr. Ripley, “that as to 
those particular bonds on which a certain gambling sp« 
lative element enters, were selling at a good price. 

“The reason those bonds command a higher price than 
our first mortgage bonds,” explained the witness a few 
minutes later, “although they are a subordinate securi') 
is that a man is assured, so long as the company’s credit !s 
maintained, he is assured of a four per cent return on his 
investment and he has the possibility of a speculative ! ise 
in the stock, which may enable him to sell out at a profit.” 

“What has taken place in the way of conversions?” 
asked Mr. Atwood. 

“During the last winter there has been a large amount 
of our convertible bonds exchanged for stock. When | 
stock sold at 120 last winter, the opportunity that ‘le 
convertible bondholder had been waiting for occurred.” 

“What is the stock selling at now?” 

“About 97 or 974%.” 

“What is the policy of your company with regard ‘0 
expending sums sufficient upon maintenance of ways and 
structures so as to leave them substantially at the end of 
the fiscal year in the same physical condition they wé« 
at the beginning thereof?” 

‘“‘We should be very sorry if we did in any fiscal ye2r 
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only as much as that, only to leave them in as good a 
condition as they were, because if we had pursued this 
policy for the last 15 years we could not have held our- 
selves together at all.” 


Lyon Quizes Witness. 


Frank Lyon, attorney for the Commission, next took up 

cross-examination of the witness. Counsel inquired 
particularly as to the witness’s ideas as to the basis of 
rate-making. Mr. Ripley averred that if the cost of the 
service was $1 on a given commodity and the value to the 
shipper $3, he would have no hesitancy in charging the 
three dollars. Mr, Lyon then took up the statement that 
the freight rate bore little relation to the marketing of an 
article, was a small] factor in its price. He mentioned rates 
on coal and lumber and asked if it were true that the trans- 
portation charges on these commodities were an almost 
infinitesimal-item. Mr. Ripley parried by qualifying his 
former statement by the explanation that his previous 
assertion had been a generalization and had not been con- 
fined to some particular rate or schedule of rates. 

“Has your cost of operation increased in the last five 
years or decreased?” 

“Increased very much.” 

“You mean per unit of freight?” 

“Yes.” 

“The operating expense of the Santa Fe line has in- 
creased since 1905, the ratio?” 

“Yes.” 

“Now, Mr. Ripley, you say that in your opinion there 
has been uo reduction in the cost of operation, as has been 
already stated?” 

a. 

“Do you know whether your line gets more freight 
moved for every dollar invested in labor now than it did 
five years ago?” 

“T have not figured that particular item. 
sion is it gets less.” 

“Do you know whether it gets more for every dollar 
invested in material now?” 

“IT have not made those figures.” 

“If it should be the fact that your company geis more 
for every dollar invested in labor to-day than it did five 
years ago, and it gets more for every dollar invested in 
materials, would your opinion be the same that these 
improvements which have been made in the way of im- 
proved stations, elevation of tracks, and so forth, have 
not affected the operation?” 

“IT should say that these things had very little to do 
With it.” 

“But have something to do with it?” 

“Very little, an infinitesimal amount.” 

“You stated yesterday, I think, that the five hundred 


My impyres- 


and odd million dollars of capital of your company did 
not represent its production value?” 
“Yes.” 


“Just what did you mean by that statement?” 

“IT mean it could not be reproduced for the amount it 
is capitalized at.’ 

“Do you think that the Santa Fe road could be re- 
produced under any conditions?” 

“Well, no, not as an entity and as a going concern as 
it is now, no; but I am talking about the bare cost of 
replacing what it has.” 

“You mean by that, that if a new concern was incor- 
porated and wanted to reach the same points that you 
do, that tc buy the proper rights-of-way into great cities 
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like Chicago and Kansas City and San Francisco and Los 
Angeles and various states along your road, they could not 
do it for $570,000,0002?” 

“Yes.” 

“You do not mean that that at all represents the physi- 
cal value of the Santa Fe road?” 

“Well, yes, I think it does.” 

“By physical value you include the present value of 
the property—’” 

“I simply value the property at its physical value, the 
value of the rails and ties and buildings, and its equipment, 
its stock, its property in general, based on the same class 
of property adjoining it.” 

“That is, in other words, the question you now have 
your mind on is not what th Santa Fe system cost?” 


“Nea.” 
“But what it is worth to-day, is that it?” 
“Yes. I think—’” 


“I did not ask you a thing about what it cost.” 

“IT know that.” 

“T confined it strictly to your own words, the cost of 
reproduction?” 

“Yes.” 

“And as you said, you inciuded in that, for instance, if 
there is a terminal in Chicago, what the value of that land 
is based on the surrounding lands of the Santa Fe to-day?” 

“Yes, quite right.’ 

“Have you any idea what proportion of that $537,000,- 
000—I believe that is the capital.” 

“$579,000,000.” 

“$579,000,000. What proportion of that would be rep- 
resented by land values?” 

“I cannot answer that question at the moment, and I 
would hesitate to give an estimate.” 

“If the reports of the Atchison, Topeka & Santa Fe for 
a series of years show that your compensation for labor has 
been in the neighborhood of 35 per cent of your gross 
receipts, gross revenue, then the payment of 20 per cent to 
earn ten million dollars in 1909 would not appear to be 
unreasonable, would it?” 

“A very large proportion of the expenditures of a 
railroad remain fixed, notwithstanding that there might be 
a large decrease or a large increase in the earnings. Many 
of our expenses are not affected by our increase, and 
there is hardly any year that we could not increase our 
earnings $10,000,000 without increasing our labor more than 
a small fraction of that. We do not employ as a rule, when 
we have a large increase in our earnings, any additional 
help to a large portion of our business; it takes more 
enginemen and more trainmen and more men in the op- 
erating department and some additional help at stations, 
but not very much, and it is notorious that we can increase 
our earnings ordinarily enormously without increasing 
our ratio of expense proportionately. That ought to be 
the case, but in the last two or three years everything has 
been against us.” 

“Then I understand your position is that as you in- 
crease your gross operating revenue you do not expect to 
increase your compensation to labor?” 

“We have increased our compensation to labor per 
man, per unit; but naturally there is a large number of 
our employes whose status is not affected by a consider- 
able increase in the business. For instance, I do not get 
any more salary when we earn $10,000,000 more, and 
neither do any of our general officers, and neither do the 
majority of what you might call our stationary employes, 
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although that increase in business affects the operation of 
the road and the running of trains and that sort of thing.” 

“We find that to earn $10,000,000 last year additional 
you invested, from your own statement, something less 
than $2,000,000 in labor, and that is about 20 per cent.” 

“Well, put it that way.” 

“Then if you want to increase any rates to compensate 
labor, it takes a very small increase in the gross revenue, 
because only 20 per cent is necessary. Of all the increase 
you received, it only takes one dollar out of the five to com- 
pensate the labor?” 

“Tt depends entirely upon what the character of our 
increase is, whether it comes from additional tonnage at 
very low rates or the same tonnage at high rates, and it 
depends upon the amount which we pay for labor indi- 
rectly, also, and what we pay in supplies and al] that sert 
of thing.” 

“Do you consider it proper railroading when you show 
an increase in your operating revenue of $10,000,000, to 
show that it takes more than $10,000,000 to earn it?” 

“Well, I do not think it is a happy condition, if that, is 
what you mean.” 

“Yes, it is an unfortunate condition.” 

“Tes.” 

“And something unusual?” 

“Well, yes, I am afraid it is rather unusual.” 

“And you can attribute only $2,000,000 of that to the 
labor proposition?” 

“J should think so, about that; that is, the direct 
labor.” 

“That leaves $8,500,000 to materials—the things that 
make up the operating expense of a railroad are two, are 
they not, material and labor?” 

“Yes, and the labor that goes into material.” 

“Well, your reports show your $2,000,000 cover all of 
the labor that the Santa Fe has to concern itself with. The 
labor that goes into the crosstie that is cut in the woods 
by the farmer is taken care of in the price of the tie, and 
that is material?” 

ren: 

“Therefore, there is $8,500,000 of material that you had 
to buy in order to get this $10,000,000 in revenue?” 

“That does not follow. Well, there are a great many 
other things that are not in there at all. For instance, not 
quite a year ago one of the longest tunnels on our railroad 
caved in, the one that we had been trying to carry for 
quite a while; it had been timbered; but there was no tim- 
ber heavy enough to hold up the mass of earth that was on 
top of it. We had to goto work and reline that tunnel] with 
concrete from end to end, and it cost about $700,000. That 
labor was contracted, it does not appear in my labor sheet 
at all.” 

“Where does it appear?” 

“It was a contract job, it was let to a contractor.” 

“Does it not appear in your operating expenses?” 

“Yes, under the head of roadway and track.” 

“Then during that year there was a tunnel which was 
in constant use for a series of years, and there was a 
material break in it costing you $700,000 to reline that with 

concrete, and that is all charged to operating expenses of 
1910?” 

“It is. Where would you put it?” 

“TI do not know, sir. I am trying to—” 

“We are liable to have another one next year.” 

“But. you evidently have not had such a condition ap- 
pearing in the years past, judging by your operating ratio, 
otherwise you would not have had any profits. I mean it 
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would. have cost you more to operate your road than th: 
receipts?” 

“There is nothing more fallacious than the operatins 
ratio idea. That depends on the volume of business don 
very largely, and on the elements and luck that you ma 
have going through with them.” 

“What are the total increases for 1910 over last year, 
inquired Mr. Lyon, referring to advance figures of th 
Santa Fe for the fiscal year just closed. 

“Roughly speaking, $5,200,000 in transportation 
renses.” 

“And that includes all the labor, does it not?” 

“That includes al] the labor in that department. In t! 
maintenance of equipment we spent $15,560,000 against $13 
903,000, an increase of $1,600,000. Roughly speaking, t! 
$12,000,000 increase in expenses was divded, $5,000,000 f 
conducting transportation, $5,000,000 maintenance of wa 
and $2,000,000 maintenance of equipment.” 

“Did the maintenance of Way include any double trac! 
ing?” 

“No, that is all charged to capital.” 

Mr. Ripley explained an increase from $800,000 to $1 
200,000 in the maintenance of way and structures for 19 
over 1909 by stating that the road did not spend enou 
the first year. He denied, however, that it had all bee: 
charged off to the account for 1910, and declared that t! 
expenses for 1910 were no more than normal, no more tha: 
they ought to be every year; in 1908 they had been below 
normal. 

Mr. Ripley explained his statement of the first day as 
to the method of making rates by saying: 

“What I said was that the party who makes 
rate in the first instance, deciding on what was a 
sonable rate, that the question of the cost or the capit: 
ization need not enter largely into his calculations and 
ought not to enter largely into his calculations. That stat 
ment I stand by. I think it is a question of the value 
the commodity and the value of the service rendered. That 
is the first thing to consider. When it comes to a questi 
of a legal bedy whose duty it is to limit rates, then the re- 
turn which the carrier is getting will properly, perhaps, 
taken into consideration if there be indications that it 
getting too much.” 

An open disagreement was reached between the witness 
and attorney as to where the money received by the rai! 
roads. 

“The record we have shows that the Santa Fe has been 
a well-operated road,” said Mr. Lyon. “The figures 
1909 show that the operating expenses have decreased, | 
compensation to labor has decreased, the compensation | 
administration has decreased, the value of material has «: 
creased, that the actual returns to labor has increased 
cents in the last five years—” 

“Sixteen cents?” 

“Per employe’s working day and that the compensatio! 
to capital has increased in the same period 79 cents.” 

“Seventy-nine cents?” 

“Yes. In otaer words, by the investment of 16 cen’: 
in the sweat of the brow, the vested interests get 79 cents 

“That is not true, that statement; it is not only n 
leading, but it is absolutely false; wrong.” 

Fear of a lean year in railroading and a general 
striction of the flow of business prosperity was voiced 
Mr. Ripley during the cross-examination by Mr. Lyon. H's 
statement came at the end of a series of questions as ° 
operating ratios. 


“If we keep the property up,” declared the witnes-, 
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we spend that five million (the cross-examiner had been 
asking about certain expenditures) every year—that or 
more.” 

“Then, of course,” suggested Mr. Lyon, “you might not 
e earning 68 per cent; it might be 78 per cent on that 
rinciple.” 

“The next year our earnings may go to 95,”’ responded 
ir. Ripley, “but we will have to keep up the property just 
the same. The way we started off now, I think the chances 
re we will.” 

“What do you mean by that?” 

“IT mean we are likely to see a decrease in our gross 
earnings in the next twelve months.” 

“What do you attribute that to?” was the next ques- 
ion. 

“T attribute it to general conditions of business.” 

“Are the general conditions of business bad?” persisted 
the attorney. 

“IT would not say they are bad,” replied Mr. Ripley; 
they are not as good as they might be.” 

“What is the trouble; have you any idea?” 

“I do not care to venture an opinion as to what the 
trouble is, but I think the consensus of opinion among the 
merchants and others in this room is that conditions are 
not as good as they were a year ago and I do not expect 
to see as large earnings as we saw last year.” 

A few minutes later, discussing comparative earnings 
for the fiscal years of 1910 and 1911, Mr. Ripley admitted 
that the traffic returns for July, 1910, were probably as 
good and better than July a year ago, but followed this 
up with the statement that this was not true of the present 
month. On his own line for the first three weeks of August 
he stated that gross revenue had decreased three-quarters 
of a million. 

“Then, in your view of the matter,” inquired Mr. Lyon, 

we are approaching a serious condition in this country?” 

“T haven’t said anything about it. I said I anticipated 
. decrease in our gross earnings. That may or may not be 
considered a serious matter. It is a little serious to us.” 


Denies Padding Accounts. 


Mr. Ripley opposed the suggestion that there had been 
any extraordinary increases and denied absolutely the sug- 
gestion later made by Mr. Atwood that there had been any 
attempt to pad the expenses of the lean year of 1909 in 
order to make a better showing in a demand for increased 
rates. 

Might Not Be Able to Pay Dividends. 


Asked by Attorney Thorne whether there would be 
enough to pay expenses and interest if the present schedule 
was maintained, Mr. Ripley replied in the affirmative, but 
expressed doubt as to whether the returns would be suffi- 
cient to pay dividends. 

“IT don’t know whether we will or not,’ he said. “I 
have not anything to prove that they will not be paid or 
what we shall default on our interest. This last year, 
which was the lafgest in gross earnings we ever had, we 
kept up the property and earned 8.8 per cent on our capital 
stock, but [ can see expenses ahead of me for this coming 
year enough to warrant me in the belief that we will not 
any more than earn our six per cent dividends. I think it 
s not, improbable that our earnings may shrink to a point 
where we will not earn any more than our dividends.” 

Mr. Ripley repeated his assertion of the previous day 
that a decrease in rates would not increase the volume of 
traffie, generally speaking. He declared that a reduction of 
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50 per cent in the rates on lemons and oranges from Cali- 
fornia east_would not increase the traffic a particle. 

“I do not mean by that that if the rates from every- 
where else were maintained at the present level that a 
decrease might not slightly encourage the growing of more 
fruit,” he said, “but if it was followed by a corresponding 
decrease everywhere else it would not increase the busi- 
ness. 

“All the citrus fruit that can be marketed is raised 
now, except lemons. All the oranges that can be sold are 
already raised, with the present population of the United 


States. Oranges are a luxury that have to be pushed even 
now. The rate is about 6 cents a dozen from California 
here. I do not think a reduction of a quarter of a cent an 


orange would make any difference in the consumption. 
The freight rate constitutes so infinitesimal a portion of 
the cost that it does not apply.” 

Mr. Ripley also reiterated the opinion expressed at the 
first day’s hearings that the increased facilities and im- 
provements demanded by the public, the betterments neces- 
sary in order for a road to keep abreast of the times, should 
be paid out of increased earnings. 

Attorney Atwood became particularly interested in the 
large sum, as compared with previous figures, set aside last 
year for fuel reserve, but the witness denied that there was 
anything unusual about this or that it had been done with 
the end in view of making a poor showing that the trans- 
portation companies might be granted a general] increase 
in their freight rates. 

Commerce Attorney Norton for the Santa Fe, on re- 
direct examination, took up the question of the $8,000,000 
discount on the sale of bonds, a point brought out in the 
first testimony of the witness. He asked if the bonds had 
borne a higher rate—most of them, it had been stated, 
were four per cent issue—would they not have found a 
readier sale? Mr. Ripley was of the affirmative opinion, 
but made the point that had they borne six per cent the 
practical result, through the heavier interest charges the 
company would have had to pay, would have been to bur- 
den this generation with 40 to 50 per cent interest instead 
of the 2% and 3 per cent; that in the long run it was better 
to sell low interest-bearing bonds at a discount than high 
ones at par. 

Following Mr. Ripley, W. E. Bailey, general auditor of 
the system, was put on the stand. He was asked as to 
certain exhibits submitted, wage increases, etc. The last 
witness of the day was Statistician Peabody. Mr. Peabody 
filed a number of exhibits tending to disprove the conten- 
tions of the shippers as to increased earnings keeping pace 
with expenses. 

Mr. Peabody was on the stand when the hearing ad- 
journed Tuesday. 

The proposed advance in western commodity rates 
would, on the basis of the present tonnage, mean an annual 
increase of approximately $94,000 in the gross earnings of 
the Santa Fe. 

Thic was the estimate made by Statistician Peabody of 
that system, upon taking the stand Wednesday. 

Witness explained an exhibit submitted last nighr 
showing that from 1903 to 1910 freight earnings increased 
42 per cent while freight operating expenses increased 70 
per cent and taxes were more than doubled. 

The amount paid for labor in 1910 was, witness said, 
over $7,000,000 more than in the year preceding. Further, 
the increases for 1910 were not for the entire year, and if 
they had been the increase over the previous year would 
have been much greater. 
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Mr. Peabody stated that whether non-revenue produc- 
ing expenses were paid out of earnings or chargéd to cap- 
ital, an advance in rates would be necessary, either to take 
care of these improvements from the revenues directly de- 
rived from the operations of the road or to take care of 
added interest that would come from increasing the cap- 
ital account. 

Some exception was taken to charging the re-lining of 
a tunnel to expenses last year, instead of pro-rating and 
charging to the capital account. Mr. Peabody stated that 
these extraordinary expenses are coming up every year and 
there would be no benefit in pro-rating the charges over 
a series of years. 

Mr. Peabody further explained that the appropriation 
of $703,000 for fuel reserve—a point seized upon yesterday 
by opposing counsel in an apparent attempt to show that 
the carriers had been guilty of padding their accounts dur- 
ing a lean year to make the necessity of an increase in 
rates more apparent—had nothing whatever to do with 
traffic returns 

Mr. Lyon questioned’ the witness as to the cost of 
moving 10,000 net ton miles in 1908 and 1910. During 
the first-mentioned year the cost of conducting transpor- 
tation was greater than in 1910, the total cost less. 
Witness explained that total cost was largely affected 
by maintenance of way and equipment, which varies 
greatly, while the cost of conducting transportation was 
affected largely by other factors. One item entering 
greatly into this latter cost was the amount paid out in 
damages. Mr. Peabody further stated that there had 
been a great increase in damages due to stronger cars 
and automatic couplers; that the increase in the price 
of lumber has resulted in the shippers using more 
fragile packages as containers, thereby nearly augment 
ing the liability to the freight carried. 

Attorney Atwood cross-examined the witness on the 
question of the proper packing of freight. Mr. Peabody 
admitted that if shipments were accepted in fragile pack- 
ages, it was because the railroad regulations permitted it, 
or railroad employes allowed it. 

The shipper’s attorney then took up the question of 
the increased cost of railroad material. Witness was 
asked if he knew of a reduction, between 1907 and 1909, 
in the price of nails, pig-iron, copper ingots, coal, coke, 
gray iron, saws, billets, tin plate, brick, cement, doors, 
lime, lumbers, glass, shingles, naval stores, shovels, etc. 
Witness replied that he did not know. 

Examiner Hillyer then called upon Mr. Norton for 
the Santa Fe to furnish a list of materials upon which 
the railroad has been forced to pay increased prices. 


Peabody Concludes Testimony. 


Mr. Peabody was called upon by Attorney Nortton to 
explain the exhibits filed by him the day previous. One of 
the first taken up was a chart showing the gross earnings, 
expenses and net earnings from 1901 to 1910, with percent- 
age comparisons. These figures follow: 








Year. Gross Earnings. Oper. Expenses. Net Earnings. 
ions «th dbitet ses $35,205,819.32 $18,789,523.51 $16,416,295.81 
Path 6 Ges scar 37,348,550.83 19,792,268.72 17,556,282.11 
Ma a hivtn.s «aro 0400 38,366,571.31 22,117,148.62 16,189,422.65 
PEA wiles oae's 0 ee 41,690,124.31 24,877,068.15 16,813 ,056.16 
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Year. Gross Earnings. Oper. Expenses. Net Barnings 
SP eae 41,268,843.67 26,744,784.98 14,524,058.¢ 
IOUS. Cethe eatecue 47,488,389.50 29,326,380.06 18,162,009.4 
Bs «<.4ib.i\ + tins Bk 53,233,065.74 32,242,319.33 20,990,746.4 
SS aes 52,234,827.91 33,470,156.95 18,764,670. 9: 
eG int ots ba See 53,165,306.59 32,880,315.21 20,284,991] 
RS ST ES a 58,624,474.03 39,316,497.11 19,307,976 


These figures, it was explained, applied to the lin 
east of Albuquerque. The same results were also illus 
trated by a percentage table, starting with the first year a 
the unit of comparison with respect to all three items 
This comparison follows: 


Gross Operating Net 
: Earnings. Expenses. Earning 
Year. Per Cent. Per Cent. Per Cen 
a > We 60 66 WC oben Semis sian 100.0 100.0 100.0 
EORTC Cee Pees = he Fae 106.1 : 105.3 106.9 
a a a Pe eee 109.0 118.6 1S.6 
Dah reee es UveWedice vaewdneeeheutss 118.4 32.4 102 
CC wines + Snes Mad eegie’ « ga deae bide 117.2 142.3 88 
CC RE” op OER OE Fee 134.9 156.1 l 
MEE ica nae ts Ke hao atom kt swe celts nae 151.2 171.6 127.9 
RN dis e sid ok 2 bese +t bnieek oul oe east nes 184.4 178.1 ] 
DE, 4s creas eves Wp ees ved Ceee Can ehe 151.0 175.0 2 
MR a PEO peep ene ee fe pee Ber 166.5 209.3 


Attention was called by the witness to the steady 
crease in the operating expenses—but one year, 1909, sho 
ing a decrease from the years preceding, and that decreas: 
more than covered by the heavy advance of the yea 
following. 

Mr. Peabody next explained an exhibit showing what 
the Santa Fe had done east of Albuquerque to increase its 
facilities and how traffic had kept pace. This table co, 
ered the eight-year period from 1903 to 1910, inclusive. The 
increases for the last-named year over the first in the 
items tabulated was as follows: Track, 14 per cent; addi 
tional track, 84 per cent; net ton miles, 41 per cent; tons 
per freight train, 23 per cent; tons per loaded car, 15 per 
cent; freight earnings, 43 per cent; freight operating ex 
penses, 65 per cent, and taxes, 102 per cent. 

A comparative table showing the cost of freight opera 
tion per 10,000 net ton miles on the Santa Fe for the sa 
period showed the following: 


Cost of 

Conducting Other 
Year Transportation. Expenses. Pot 
Ne TCS A a ee a SES $21.45 $19.08 $40 
ED eal kt 6 ares 2 0 fdieeS.6 chad 6644.6 025% Gb 24.22 20.1 i 
DUP a ws Ow as 6 aoe ols dea edwe bs wae use 24.54 24.00 18 
SN dite a-ak. a oes Ra aancile ¥ wale heenet 22.82 22.1 ! 
I ae ae Pee pe ee ae 24.06 20.72 i 
Mh cee es ou bes oak eee eee Sct edes J8 25.39* 23.63 
Acid .ds an 404 bth 6660000 4b. Cease es 24.717 24.63 { 
iy dea A a'sful ae. os hel ae owe cea se 24.59 24.65 


*Deduct 10 cents on account of hire of equipment. 
‘Deduct 31 cents on account of hire of equipment. 
tAdd 20 cents on account of hire of equipment. 


The percentage increase of 1910 over 1903 was give: 
as, cost of conducting transportation 14.64 per cent; oth 
expenses, 29.09 per cent; total, 21.44 per cent. 

In confirmation of Mr. Ripley’s testimony that 
amount asked for by the subordinate officers of the co! 
pany was not allowed when appropriations were made, \ 
Peabody submitted a comparison for two years of i! 
difference between the budget made up and the amon! 
allowed. For the calendar year of 1908 the budget total: 
over $16,000,000, but only $8,000,000 was allowed; for 19" 
over $12,000,000 was asked and something over $9,000,0 
allowed. 

As an estimate of what was considered necessary © 
penditures for 1911-1912, the folowing compilation was 0! 
fered in evidence: 





Eastern. Western. Coast. Gulf. Syste 
Bee wg Fi $ 904,725 $ 1,519,500 es caret an) Meeedewesd 'O Behe tee 
ctédcsuae MRE 2,000 eye eet 280,000 282,0 
elgcnkes 1,767,879 1,800,760 300,000 1,605,000 : 
5 ovine 286,481 114,311 200,000 25,000 o,4 
wae bea 2,468,574 199,363 300,000 1,350,000 4,317,9 
ee | 2,090,162 1,821,926 1,000,000 1,002,000 5,914,0 
ies eels 872,244 712,661 200,000 467,500 2,252,4 
+ acticin oe 4,787,702 85,612 10,504,000 250,000 15,627,° 
eget aes 1,175,306 412,903 1,300,000 600,000 3,488, 2 
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Mr. Peabody also filed an exhibit covering the increase 
in ecarloading between 1903 and 1910. 


Pet. of 
1903. 1910. Increase. 
ee 19.99 tons 21.47 tons a3 
TOPO ccwcgd wh alesse ws000 40 ntiicewe 16.52 tons 18.45 tons 11.68 
36.51 tons 59.92 tons 9.34 


On the other hand, the increase in damages as c ™m- 
pased to the increase in freight revenue ton miles revealed 
this condition, according to Mr. Peabody’s figures: 


Year Ton Miles. Increase P. C. Damages. ime 2... C. 
1897 .......-2,067,483,268 Teaser s 83,846.30 rere 
910: ~cccteee 7,012,716,688 240.01 1,141,014.30 1260.84 


Asked what the proposed increase in the rates under 
investigation would mean to the Santa Fe, the statistician 
replied that he estimated that it would increase their gross 
earnings about $94,000 per year. It has been unofficialiy 
estimated, though not by this witness, that the percentage 
of the total tonnage affected by the proposed advance is 
15 per cent. 

Mr. Atwood questioned the witness as to how the dif- 
ferent items mentioned in the budget of necessary experdi- 
tures for 1911-1912 would be cnarged, whether to operating 
or capital account. Mr. Peabody, discussing this question, 
criticized the accounting methods prescribed by the Com- 
mission because they did not permit the charging of more 
improvements to the current expenses. 

“T gather from it all,’ said Mr. Brown, summarizing the 
Santa Fe’s case as he saw it, “that the increased rate of 
freight is necessary, first, to enable the company to borrow 
money, and, second, to enable the company to pay out of 
current receipts necessary expenses.” 

To this statement, counsel for the Santa Fe raised no 
objection. 

Poteet Called as Witness. 


Mr, Peabody was followed on the stand by W. A. Poteet 
of Kansas City, chairman of the Trans-Missouri Freight 
bureau. Mr. Poteet was asked to identify and explain 
three exhibits filed by Mr. Norton on behalf of all the 
roads. The first was a rate history of the rates proposed 
to be increased from Missouri and Mississippi river points 
to Colorado common points; the second related to certain 
grain rates to the same destinations, and the third to live 
Stock rates. 

The examination was very brief and Mr. Poteet had 
already left the stand when he was called back for cross- 
examination by Attorney Atwcod. Mr. Atwood wanted to 
know how the rates at issue came to be subject to an 
advance. The witness admitted it was agreed. upon at a 
conference held in Chicago in June or July, probably July. 
Witness was next asked what particular road he repre- 
Sented at this conference; then Mr. Atwood wanted to know 
if Mr, Poteet could recall the names of any of the raiiroad 
Men present at the conference, which witness stated had 
lasted: for several days. 
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The railroad counsel raised immediate and strenuous 





Eastern. Western. Coast. Gulf. System. 
ae sacedge 3,085,435 1 ero 200,000 3,364,435 
Se teteeek 1,534,274 485,000 904,000 1,761,900 4,685,174 
iin wa a kote 1,370,464 483,050 350,000 393,500 2,597,014 
vests tatae 806,119 686,000 500,000 387,700 2,379,819 
ne Stew ORAL 5 sillint SPMEO  nacss sees 51,000 90,650 
PRY 1,251,335 838,116 625,000 100,000 2,064,451 
side saat 150,000 150,000 150,000 100,000 550,000 
ToT OP ee ee 11,500 ns\cirnknien 70,000 $1,500 
eB¥eabe ts 3,470,768 976,724 1,300,000 300,000 6,047,492 
oleh dmine-s 150,000 150,000 » wataadie dt 82,000 382,000 
ay yaa 50,000 50,000 NE, Ae ay 15,000 115,000 
Cpa wan Qpeaiowrilas AS vee atc et 100,000 1,350,000 1,450,000 
spain eh ak Ben bk <) nlethinittee> ° vatawatekanes 1,000,000 1,000,000 
SUCH eSUe i viveest. Wawdbease 100,000 100,000 200,000 
Sin 0S Woe KY Caateed >.< embteblades 45,000 rere ry 45,000 
RCaS KURA ls bbb nee, SoS Geek See we 37,500 137,500 
rere $26,221,468 $10,273,076 $17,878,000 $12,128,100 $66,500,644 


objection to the question. Mr. Nortion, Mr. Lynde, Mr. 
Dawes all contended it was irrelevant and outside of the 
hearing. The shippers’ counsel insisted that the question 
was a proper one, that he had a right to know under what 
conditions the advance was agreed upon, whether it was 
result of an illegal arrangement or not. Counsel for the 


carriers contended that, if Mr. Atwood was going to allege 


conspiracy; that, if he was going to charge that the rates 
were made in disobedience to the provisions of the Sher- 
man anti-trust act, he must raise such a plea before the 
proper body, and not before the Interstate Commerce Com- 
mission; that the only issue before the Commission was 
the reasonableness of the rates on trial, not how they were 
arrived at. 

Examiner Brown and Mr, Atwood had a tilt as to 
whether the witness should be instructed to answer the 
question. The examiner stated that the Commission had 
nothing to do with the application or enforcement of the 
anti-trust act. Counsel for the shippers maintained that 
the examiner was without power to rule whether the ques- 
tion was a proper one or not; true, he might order it 
stricken from the record, but the question might then be 
taken before the Commission. It was finally decided to let 
Mr. Poteet answer. 

The witness then stated that he thought C. B. Spens 
of the Burlington, J. R. Koontz of the Santa Fe, H. A. Sny- 
der and F. J. Shubert of the Rock Island lines, G. M. 
Wharry of the Missouri Pacific, and J. A. Munroe of the 
Union Pacific were present. 

Mr. Atwood then read from the decision of the United 
States Supreme court in the Trans-Missouri Traffic associ- 
ation case, dissolving that body back in the ’90s, and 
asked if that decision had been discussed. The witness 
answered in the negative and that line of examination was 
discontinued. 

With the conclusion of Mr. Poteet’s cross-examination, 
Mr. Norton announced that the Santa Fe rested its case. 
He stated, however, that the carriers would want to put 
certain shippers on the stand to testify, the particular 
witness to be called to be later agreed upon. 


Rock Island Begins Defense 


The Chicago, Rock Island & Pacific was the sec- 
ond road to assume the burden of proof in defending 
the reasonabiness of the proposed advances in. com- 
modity rates in Western Trunk Line, Trans-Missouri 
and Illinois Freight committee territories. 

F. O. Melcher, second vice-president in charge of 
operation, was the first witness called by W. F. Dick- 
inson, general attorney, who is conducting the case 
for that system. Mr. Melcher, in his first testimony, 
took up the need of additional revenues for the rail- 
roads by discussing the large increases in expenditures 
that have been made in the cperating department in 
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two directions, first, the increase in the pay of the 
man; second, the added burdens placed on operating 
expenses by state and national regulations and the 
use of more improved types of equipment. 

The witness first took up the wage question and 
explained exhibits filed by the Rock Island, showing 
statistics on this point. He traced the inauguration 
of an extensive campaign for a higher rate of pay 
back to the switchmen in 1906, when the demand for 
more money for the laboring man rested largely on 
the ground that the railroads were very prosperous. 
Later on the employes asked for more money because 
of the increased cost of living. Mr. Melcher declared 
that the railroad had always used every means pos- 
sible to bring about a peaceful settlement of its labor 
disputes, settling a great many by arbitration under 
the terms of the Erdman act. He asserted that when 
the transportation companies had denied the plea for 
a raise in wages they endeavored to show that the 
increase was not justified by the tonnage and the 
revenue at the time the demands were made, and 
that the carriers were in position to start a series of 
wage increases. 

Mr. Melcher filed the following, showing the annual 
and cumulative increase to employes in the operating 
department of the Rock Island for the years specified: 


Year. Annual Ine. Cumulative Inc. 
th be cenen sd cccdtencevess ther ees $ 528,001 $ 528,001 
Be ia Sands ae eighia soU datvine eu ua 786,843 1,314,800 
i en Oats 6h ereks wae ehte cee we, Cheese 1,314,800 
TT. cass s cOeee ete ve ogee os net ws 136,981 1,451,800 


IC Ts 6 irs dbs 0.0 Ho 0d ec am OS Ese CR ees 1,013,452* 
EENOCMEEE gigt crccdecsieccetcctvevescer 147,037* 


#2 465,000 
*2,612,814 
*Estimated. 

Two additional tables were offered in evidence, 
one showing the increases to the operating employes 
from November 1, 1906, to June 1, 1907, the other 
from February 1, 1910, and thereafter. The first tab- 
ulation showed that out of the various classes of em- 
ployes affected, the percentage of the total employed 
in these classes who received an increase averaged 
7.9 per cent; the second table gave the percentage as 
benefiting by the increase as 8.2. 

Mr. Melcher also introduced an exhibit showing 
that the increases granted prior to June, 1907, had added 
over $109,000 per month to the pay rolls of the com- 
pany and that the increases this year would add over 
$108,000. : 

The wiiness further stated that one reason ad- 
vanced why the pay of the men should be raised was 
that a higher rate of compensation had a good effect 
on business and that it brought the _ transportation 
companies better service and more work. Questioned 
as to this latter phase, Mr. Melcher answered: 

“In my opinion, we do not get more efficient labor 
by paying higher rates.” 

Mr. Meleher was asked if the increased cost of 
labor had been absorbed by any particular economies 
in other directions and replied that he did not find 
that the railroad was able to overcome this advance 
in the manner suggested. . 

Taking up the operation of his system for the 
last fiscal year, the witness testified that the gross 
earnings had increased $5,000,000, while the operating 
expenses had advanced to $5,550,000. In explanation 
of this greater rise in expenses than -in income, he 
stated that, outside of the labor cost, the greatest 
other single item had been the cost of fuel. Mr. 
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Melcher declared that the strikes of the miners had 
largely affected the cost of coal and that in his 0; 
ion when present difficulties in the coal region w. 
settled, the railroads would find themselves subject 
to a permanent additional tax of about fifteen cents 
per ton in the cost of-coal. Moreover, he averred 
that the unsettled conditions in the mining distri: 
had further augmented operating expenses by increas 
ing the deadhead freight handled and also the number 
of empty cars that had to be hauled. He expressed 
the opinion that the situation was really alarming 

Mr. Dickinson next inquired about the added 
dens to operating expense caused by the various reeu 
lations of state and national commission and legislatur: 
He replied that it was a difficult matter to reduce 
increased cost to dollars and cents, but that the drain 
on the operating revenue called for by these various 
laws and orders was heavy. He declared, howe\ 
that he had no quarrel with many of the laws thai 
have been passed, that they were necessary and w 
unobjectionable, except that they cost money. 

Examiner Brown wanted to know if the nationa! 
safety appliance act had enabled the railroads to 
longer trains with fewer men. Mr. Melcher answered 
that that had been the idea of the transportation com 
panies, but that the law-makers of the country had ex 
pressed themselves otherwise. Apparently, he said, there 
were aS many men used in the running of trains as 
before the days of the automatic coupler. He added, 
nevertheless, that the railroads were not objecting to 
these measures. 

Mr. Melcher stated that*the hours of service laws 
were a good thing, but that they added materially to 
the cost of operating the railroads of the country. 1! 
ash-pan law he hought, too, a proper regulation, but, 
nevertheless, it cost money to install and maintain the 
pans as required by statute. The electric headlight 
laws he also gave as another illustration of the class 
of legislation that had increased expenses without 
ing to earnings. With respect to this particular 
quirement, he declared that it was necessary in s 
cases and not in others. 

Jim Crow cars, sanitary requirements, convenien 
in cabooses, sheds for the protection of employes 
rainy weather were among the things cited as going 
make up the thousand and one minor burdens, each 
themselves of not a great factor in increasing the « 
of operation, but totalling a sum that made a consid 
able hole in the income of the transportation systen 

“Then I take it,” said Examiner Brown, “that 
increase in the volume of traffic has not kept 
with all these increases in expenses, little in themsel 
great together?” 

“There was a marked increase in traffic up to 1) 
responded Mr. Melcher. “Then it fell off and ha 
kept pace with our expenditures.” 

Mr. Dickinson then wanted to know whether 
equipment now used was not heavier and more 
pensive than a year ago. The witness replied in 
affirmative, giving as an illustration the difference 
tween the weights of wooden and steel coaches: 
steel passenger coach seating 96 people, weighed 
said, 139,000 pounds; a wooden car seating 80 pas: 
gers, only 113,000 pounds; steel chair cars, having 2% 
seating capacity of 64, weighed 143,000 pounds I 
wooden cars with the same capacity, 113,300 poun 
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whereas the steel car cost $13,660 and the wooden 
$11,000. Not only did the cars weigh more and cost 
more, but the wear and tear on track and roadbeds by 
reason of hauling heavy trains at high speed caused a 
more rapid deterioration and here again an added burden 
was placed on operation. 

Mr. Melcher was on the stand when the hearing ad- 
ourned. ‘ 

Mr. Melcher of the Rock Island again took the stand 
at the opening of the Thursday session. 

Mr. Dickinson asked the witness how the figures show- 
ing the wage increases were arrived at. Witness stated 
that it was based on an average month and really under- 
estimated the advances. Each superintendent selected his 
own month and varies. Witness stated that he could not 
in all casés tell the months selected, but that he was sat- 
isfied that they were representative. 

Mr. Melcher added that he wished to make it plain 
that these increases did not apply to all employes, but, 
roughly speaking, covered advances to organized labor in 
contradistinction to the individual increases to non-organ- 
ized labor. These latter advances are not included in the 
statements submitted last evening. 

“I also wish to make it clear, in order that there may 
be no misunderstanding,” explained Mr. Melcher, “that 
some of the increases shown in this statement may be prep- 
erly charged to work on betterments and improvements, 
but this is offset by the increases not enumerated and will 
not materially change the situation.” 

E. B. Pierce, general solicitor for the Rock Island, 
stated that Mr. Melcher had been asked to explain his 
exhibit in order that the shippers might fully understand 
how it was compiled, and asked that, if after cross-exam- 
ination, shippers are not willing to accept this estimated 
increase as an actual statement without argument, the Rock 
Island will compile a statement of actual increase, 
regardless of the work and expense involved, but added 
that he felt sure that this statement would show increases 
greatly in excess of that in the statements submitted. It 
was further requested that the shippers, after the cross- 
examination, state whether or not they would accept 
statements already filed and not reserve an attack on said 
exhibits in later argument. 

“Has the Rock Island been replacing old rail with 
heavier rail in the last few years?” asked Mr. Dickinson. 

Witness replied that the standard, except on I[llincis 
division, had been made 85 pounds; on the Illinois division, 
100-pound rail. Witness went into explanation of how 
charge of rail replacement was divided between mainte- 
nance and capital accounts. 

Mr. Melcher was questioned on the treatment of ties. 
He replied that he did not know how the plan was going 
to work out, but that the conservation of the tie supply 
was necessary. At present, the roads see no economy in 
the use of the treated tie and these ties add about 30 cents 
to the cost per tie, but it is hoped that economy will be in- 
duced by lasting longer and keeping down the price of the 
lumber. A similar situation exists with respect to treated 
bridge timbers, etc. Witness further brought out the 
point that the handling of the ties at their creosoting plants 
created considerable non-revenue train mileage. 

Mr. Melcher was then asked as to effect of reballasting 
and rebanking. He replied that if ballast and bank is 
worn away by the elements that is an operating cost. 
However, ballasting is growing scarce; expiring contracts 
are being renewed at an increase to the roads of 2% cents 
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and up per yard. The same situation was declared to exist 
with respect to getting material for widening banks. 

Washouts now cost more to replace property than a 
few years ago. The same is true of damages to crops by 
water backing up. ; 

In connection with signal protection, witness stated 
that additional expenses, chiefly the employment of more 
operators, had jumped from $500 in 1906 to $32,000 in 1909. 
Mr. Melcher gave figures for the last four fiscal years for 
the cost of maintenance of automatic, interlocking and 
miscellaneous signals as follows: 1907, $73,700; 1908, 
$95,000; 1909, $126,500; 1910, $163,000. He further ex- 
plained .that many of the installations covered by these 
maintenance figures were of recent date and that these 
expenses would grow as the years go by. 

The recently-established pension system of the road 
was now costing about $2,000 per month. This is an ex- 
pense that is growing. 

Mr. Melcher was questioned as to the cost of main- 
tenance. He quoted the testimony of President Mudge of 
the Rock Island in the Texas rate case when he gave the 
fair cost as $1,400 per mile. The nearest approach was 
last year, when the C. R. I. & P. figured on $1,314. Asked 
by Examiner Brown why the expenditure for 1908, $1,014, 
was below the average for all the roads, Mr. Melcher 
replied: 

“Because we didn’t have the money.” 

Mr. Melcher was asked as to whether the budgets 
asked were allowed. He replied that the last had called 
for $6,000,000 and something over $3,000,000 was allowed. 

“In this statement as to the budget generally represen- 
tative of the amounts allowed?” he was asked. 

Witness replied in the affirmative. 

“Is the budget asked really what is needed?” 

“I think it is.” 

“Have you ever given any consideration as to the 
present-day value of the Rock Island lines?” 

“T feel that the lines are worth $404,000,000. It is 
extremely difficult to estimate the cost of reproduction. 
There are many parts of the property that cannot be 
reproduced. I imagine it would be almost impossible to 
estimate what it would cost to get our present entrance into 
Chicago now. Mr. Mudge in the Texas case based the 
value of the terminals in Chicago at $50,000,000. This 
$404,000,000 includes equipment, certain specific terminals, 
main and additional track.” 

Attorney Atwood interposed an objection to making 
any statement now as to Mr. Melcher’s exhibit that would 
preclude the shippers from attacking the figures submitted 
before the Commission. It was finally agreed that the 
matter should go over now and if actual figures were later 
called for they would be forthcoming. 

Mr. Melcher stated that the question of steel car was 
still an unsolved problem. The cost of its maintenance 
was still unsettled. With respect to the cost of mainte- 
nance of steel coal cars, witness averred that the expense 
was higher than for the wooden cars. Mr. Melcher de- 
clined, however, to go on record as saying that the cost of 
maintenance of steel cars generally was greater than for 
the old cars. He hoped, though, that the life of the steel 
equipment would be longer than that of the wooden type. 

The witness was then questioned as to the quality of 
steel rails now compared to fifteen to thirty years ago. Mr. 
Melcher stated that the experience with ‘“open-hearth” 
rails was better than with the Bessemer process. He did 
not feel, nevertheless, like making a general statement 
that rails now are better than years ago. 
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Mr. Lyon asked what conclusion witness would draw 
from the maintenance of a constant operating ratio for a 
series of years. 

“That by superhuman efforts we had been able to 


keep our heads above water,” was the reply. 


Attorney James took up the cross-examination, asking 
the witness how he reached his conclusion as to the value 
of the road. Mr. Melcher stated he looked at the value of 
the rea] estate, rails, structures, etc. In arriving at his 
valuation of $404,000,000, witness stated he had made fol- 
lowing estimates: Equipment, $57,000,000; specific ter- 
minals, $75,000,000; 6,782 miles, at about $40,000 per mile, 
included 290 second and third tracks, 1,890 switch and 
side tracks, 800 miles of trackage arrangements. 

Witness stated he understood his valuation per mile 
would be greater than capitalization per mile. Mr. Pierce 
objected to Attorney James’ attempting to test wit- 
ness’ recollection on the capitalization of the road. He 
stated it was the purpose of the Rock Island to prove 
by Mr. Melcher the physical valuation, regardless of the 
book value of the road on stock. Examiner Hillyer 
finally ruled that Mr. James might test witness’ knowl- 
edge. Mr. Melcher stated that according to his best 
knowledge valuation was in excess of the capitalization, 
but he did not know the capitalization. 

Mr. James questioned the witness closely as to 
factors taken into consideration by Mr. Melcher in arriv- 
ing at the various statements he had made. Counsel for 
the Rock Island contended that those queries should be 
reserved for the next witness, who could give accurate 
statistical information on the matters touched upon. Mr. 
James was asked if his cross-examination was for the 
purpose of bringing out facts or discrediting the witness’ 
‘testimony. 

“Frankly,” responded the lawyer, “it is to discredit 
your testimony.” 

Witness was asked if any benefit had accrued by 
government regulation. Mr. Melcher replied that greater 
safety and comfort to public and employes was a good 
thing. and regretted that these reforms had largely been 
forced by law instead of being the voluntary action of 
the transportation companies. 

“How do you consider the condition of your road to- 
day compared to a year ago?” queried Mr. James. 

“It is in a much better condition.” 

Mr. James asked about the increased carrying ca- 
pacity of the cars. Witness replied that he would have 
a statement showing this information prepared. 

“What effect has the institution of the pension sys- 
tem?” the witness was asked. 

More loyal and continuous service was felt to be the 
tendency. 

“Do you approve of the pension system?” 

“Yes.” 

“Tt makes a better railroad system?” 

“It should.” 

“If you know it is the policy of your board of direct- 
ors to cut your budget in two, does that influence you 
in making up your budget?” 

“No.” 

Melcher’s Examination Concluded. 


Following the tilt over the testing of Mr. Melcher’s 
knowledge of the capitalization of the Rock Island and 
the factors used by him in arriving at his reproduction 
valuation of the property of $404,000,000, he was taken in 
hand by Attorneys Thorne and Lyon. Mr. Thorne made 
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particular inquiries as to the speed of live stock trains and 
wanted to know if the tonnage system of rating locomotives 
had not decreased this and increased revenues. Witness 
was of the opinion that there had been no substantial 
change in the running time of the stock trains and, upon 
counsel for the live stock men insisting otherwise, invited 
Mr. Thorne to come out to Rock Island some night and 
ride in the engine of a stock train. 

Coming back to the question of the valuation of the 
Rock Island property, Mr. Melcher was asked if, in arriv- 
ing at his figures, he had used the market or railroad value 
of the real estate. He replied that he had used the 
former. 

The witness also took occasion to explain the work- 
ings of the tonnage system of rating locomotives, by which 
the tractive capacity of each engine was ascertained. [l'or- 
merly, he stated, this had been largely a matter of gucss 
work, trainmasters and others coming to know from ex- 
perience that a certain engine could haul so many cars 
loaded and so Many empty. But this, he declared, was a 
very unsatisfactory method, as it was so dependent upon 
the trainmaster’s knowledge of each locomotive, whereas 
under the system in vogue; the capacity of every engine 
is ascertained and is rated, and any employe, by referring 
to the lists, can know just how much can be expected in 
the way of performance from any engine. If certain freight 
calls for the loading to 80 per cent of this capacity, there 
is no trouble in so making up a train; if live stock demands 
for speed that it be loaded to only 60 per cent of the 
engine’s rating, this, too, can be readily accomplished. 

As an illustration of how expenses pile up, Mr. Melcher 
stated that it had been decided to re-roof the La Salle 
street station in Chicago. This would cost, he estimated, 
$120,000, of which the Rock Island would pay half. This 
one item alone, prorated over the system, would mean 
over $8 per mile. 

Mr. Lyon cross-examined the witness on the steel-rail 
question. Mr. Melcher stated that they were now using 
the heavy “open hearth” process rails instead of the 
Bessemer. Asked if these were superior to the Bessemer, 
he stated that they had not been in use long enough to 
accurately determine this question, but that the general im- 
pression was that they would be. 

In view of the statement of President Ripley of the 
Santa Fe on Monday that the road had attempted to ad- 
vance rates because it thought the present charges unrea- 
sonably low and because it needed the money, Mr. Lyon 
asked if the Rock Island would make any general state 
ment as to what grounds they rested their justification 0! 
the advance on. Mr, Pierce replied that this would not Db‘ 
done; that the whole Rock Island situation would be laid 
bare to the Commission and that it would be left for the 
Commission to decide what factors were worthy of con- 
sideration, what conditions, if any, entitled the line to th 
higher freight charges. 


Our Books are Open—Santa Fe. 


Our books are open. 

This was the prompt answer made by the Santa Fe 
in denial of the despatch from Washington Thursday, pur 
porting to be based on information emanating from tlie 
Commission and charging that the figures put in evidence 
by the Santa Fe in the present hearing lead to a manii« 
incorrect impression and were also believed to have beet 
manipulated. 

Attorney Norton, for that road, insisted on reading 
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into the record, Thursday afternoon, over the protest of 
Attorney Lyon for the Commission, a statement authorized 
by President Ripley denying the insinuation published in 
a morning paper and offering to throw open the books of 
the company to either shippers or commissioners and ren- 
der all the aid possible, even to detailing employes to 
assist in the work of examination, in order that there might 
be no doubt as to the accuracy of the Santa Fe’s exhibits 
and the honesty of its course. Mr. Lyon demurred against 
having the protest spread upon the records of the case, 
because he felt it was an uncalled for reflection on the 
Commission, but he was overruled by Chief Examiner 
Brown. 

Mr. Norton’s statement follows: 

“In view of a dispatch from Washington appearing to- 
day purporting to be based upon information emanating 
from the Interstate Commerce Commission and charging 
that the figures put in evidence by- the Atchison, Topeka & 
Santa Fe Railway company lead to a manifest incorrect 
impression, and also that it is believed they have been 
manipulated, | am authorized by President Ripley to siate 
that the accounts and records of the railway company are 
kept upon forms prescribed by the Interstate Commerce 
Commission and that they are absolutely correct. In addi- 
tion to following the requirements of the government in 
this respect the railway company has its accounts exam- 
ined every year by independent auditors, those auditors 
being now engaged upon this work, which they began about 
30 days ago. What this independent examination of the 
accounts of the railway company does is shown by the 
following certificate of the independent auditors on pages 
26 and 27 of the annual report of 1909, a copy of which 
went to the Interstate Commerce Commission, at the fcot 
of the general balance sheet for the year ending June 30: 

We have examined the books and accounts of the Atchi- 
son, Topeka & Santa Fe Railway and System lines, and certify 
that the above balance sheet’and relative income and profit 
and loss accounts are properly drawn up therefrom, and show 
the correct income of the company’s system for the year and 
the true financial copdition at the close of the year. We 
have been provided {with satisfactory ~ certificates from the 
trustees as to the securities pledged under the different mort- 
gages, and we have also verified the cash items. 

PRICE, WATERHOUSE & CoO., Auditors. 

New York, September 8, 1909. 

“Because the statements which have been sent out 
from Washnigton as proceeding from the Interstate Com- 
merce Commission since the contest over these tariffs be- 
gan have been uniformly misleading, narrow and unfair to 
ihe carriers, we take this opportunity of saying that if 
either the Interstate Commerce commissioners or the ship- 
pers have any doubt respecting the accuracy of Santa Fe 
records or accounts, or of the honesty of the company’s 
course, we hereby tender to them the opportunity of mak- 
ing personal inspection of our books, and we also offer to 
put at their disposal all the employes that they may need 
and render to them every other assistance in our power 
to aid in making, for the record in this case, a thorough 
investigation.” 

Table after table of statistics was rapidly explained 
by Frank Nay, comptroller of the Rock Island, who was 
the only witness called during the afternoon session. 
Early in his examination he was asked to state what the 
proposed increase in rates would mean to his lines. Mr. 
Nay gave the figure as $142,668.94. The Santa Fe, it will 
be recalled, estimated that its gross earnings would in- 
Crease annually $94,000 if the higher rates were allowed to 
£0 into effect. 

Mr. Nay was asked to tell where the railroad dollar goes. 
He stated that in 1906, out of every dollar received by the 
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compauy in gross operating revenue, 39.4 cents went to pay 
labor direct. This figure, he said, was slightly less than 
the actual payment to labor, because labor on material was 
charged to the material account. Material and supplies, 
the greatest part representing the production of labor, ab- 
sorbed 28.7 cents. Taxes took 3.3 cents; rents of tracks 
and facilities, 2.1 cents. There was dining-car deficit of .1 
cent; 16.1 cents went to pay interest on funded and other 
debts; 9.7 to dividends, leaving only .6 cent to be passed 
to surplus. In 1907, 40.2 cents went to labor and there was 
4.4 cents passed to surplus. The next year there was no 
surplus, and the year following only .3 cent. The last fiscal 
year showed the following divisions: Labor, 41.2 cents; 
material, etc., 31.9; taxes, 4.4; rent of tracks and facilities, 
2.4; equipment hire, 1.7; dining-car deficit, .2; interest, 14.7, 
and dividends, 3.5 cents. He explained, however, that the 
books showed a greater dividend, because the dividend had 
been increased by income from miscellaneous investments. 


Mr. Nay introduced several exhibits bearing on the 
capitalization question. Two of these follow: 


Book value of the C., R. I. & P., June 30, 1910: 


Meme a eB ee a ee ee ee $188,949,011.06 
2. Additions and betterments, current year...... 2,894,792.30 
3. Advances for construction and equipment— 

Galveston termimals ........... $ 112,214.21 


POEL © 5 oa tL Weeu@acdensescee 
Steamer General Pierson....... 
East Moline shops.............. 
Terminals, Kansas City........ 
Terminals, Cedar Rapids....... 


50,903.70 
28,500.00 
518,231.87 
390,430.62 
431,982.81 


Terminals, Chicago ......s.seec- 506,659.98 
Gulf Construction Co........... 30,661.02 2,359, 835.32 
{. Equipment purchases— 
Rock Island Improvement Co.: 
EN TU cine sede bas ov + eee $4,443,784.08 
ME cw wh ounttine ts = dd 5,655,903.70 
NS 8 i wien Hh Eh essed ud 7,726,309.79 
American Locomotive Co....... 774,222.61 
Cantral Trask Ce ets 0 < veesce 6,061,039.35 


Bankers’ Trust Co., “D” 


names 8,026,003.43 


32,687,261.98 


$226,890,900.66 
6, 890,900.66 
32,938,940.22 








Cc 2 LL & = Ve. .ce 
cC., O. & G. Rd. Co 

es ie Re A ee ES Gnd wih 5-0 04.0 Ob EN ORR eo Oedaloe , 
Peoria & Bureau Valley Ry 2,500,000.00 
eT Gs el” Se re 4,057,750.00 
White & Black River Valley Ry 625,000.00 








Little Rock & Hot Springs Western Rd........... 459,261.00 
$25 0,299, 996.28 
Add 5 per cent working fund.................. 14,014,954.81 


WP de ame Re CROC OSC he eC ceee $294,314,051.09 


 C., R. L-& P. Ry. Co.—Statement showing net capitaliza- 
tion and average per mile, applicable to lines owned and leased, 
June 30, 1910: 


Grand total ....... ° 


CC RS fF RES Be i kio dig da he 6305s Badan vole eee Chae $ 75,000,000.00 
First and refunding mortgage gold bonds.......... *63,184,800.00 
ae PEED 6% Wo Nicks oc ta cecitcbcneensdees 12,500,000.00 
General mortgage gold bDONAS...........ececcsccees 60,216,000.00 
Ss I ORs o's. OF canes oy oe nee’ os eesanbe caesar 11,952,000.00 
STARE Ne DIDEIRS, o Sig en nsw bu woes voc cedies de o% 4,550,000.00 
Equipment gold notes, Series “‘B’’..............8-: 260,000.00 
Equipment gold bonds, Series ‘C’’..............-- 13,863,174.43 


Equipment gold bonds, Series ‘*D’’................ 6,750,000.00 
B., C. R. & N. Ry. construction first mtge. bonds. 11,000,000.00 
B., C. R. & N. Ry.-C., R. I. & N. W. Ry. first 


mortgage construction bonds............e..-6.. 1,905,000.00 

B., C. R. & N. Ry.-M. & St. L. construction first 
SOE DI is5 cin adic bn vdee's 4 op Cheb dees ewe st 150,000.00 
Crp De. Be Ge Bee, BIG GO... 6 coe ch tvwccewces cose. $13,651,000.00 
i eee Ne ee | eee eee 11,000,000.00 
White & Black River Valley Ry. Co.............. ’ 1,110,000.00 
GORGE G08, BEOIOS TAF. CO. wiecc cecccecvencecceses 6,875,000.00 
Little Rock, Hot Springs & Western Rd........... 939,276.00 
EE Sdn cs Capea Vas Sate 6 SNe bbe bale e343 3 eee os $286,946,250.43 


Mileage owned and leased, 6,782.1 miles. 
Average capitalization per mile, $42,309.35. 


*$22,933,200 deducted; $10,000,000 issued for purchase of 
Alton stock; the remainder for securities of the C., R. L & 
Gulf and C., R. I. & El Paso and smaller lines. 

*$1,365,000 C., R. I. & Tex. first mortgage bonds deducted. 

$1,171,825.57 C., R. I. & G. bonds deducted. 

§$$1,000,000 mining property deducted. 


The book value of the property in 1897 was given as 
$38,634 per mile, and in 1910 as $43,396. Earnings on the 
book value from 1908 to 1910, inclusive, were given as fol- 
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lows: 5.36, 5.20, 5.77, 6.16, 7.34, 7.04, 4.05, 3.79, 4.88, 5.59, 
3.89, 4.47 and 3.77 per cent. 

Comparisons of what the receipts would have een 
under former ton miles per mile rates were also given to 
account for thé fact that in the last year the increase in 
operating expenses outstripped the increase in gross. In 
1907 the rate per ton per mile was .953 cent; in 1910, 
.917. This difference, multiplied by the ton miles, would 
alone account for a decrease of over $1,500,000 in revenue, 
declared the witness. 

“Are the expenditures for maintenance of way and 
structures to be a permanent charge to be expended every 
year?” queried the chief examiner. 

Witness was unable to give the information. “I’m sim- 
ply a bookkeeper; I write history, but don’t make it,” he 
answered. 

Questioned as to decreases in earnings, the witness 
estimated that for the first seven weeks of the current 
fiscal year the operating income would be off over $355,000 
as compared with the corresponding period last yeai. 

A duplicate of the report for July as filed with the 
Commission was offered in evidence. This showed the fol- 
lowing: 

July, 1910 July, 1909 Increase 


IL. its dai’ CAKES oe weer ee eee Oa $2,985,190 $3,095,810 *$110,620 
ers. CEU oi ek bs dveadewa’d 1,740,598 1,687,073 53,524 
ee a ey ee ey 312,797 309,679 Searle = 
Total reVeNue ¢....6cccccccscccce D008, 000 5,092,563 *53,997 
Total operating expenses........ 3,738,608 3,457,154 281,454 


Net operating revenue or deficit.. 1,299,977 1,636,428 *335,451 


* Decrease. 

“What is the outlook for 1910-1911?” the witness was 
asked. 

“It is my judgment that the gross revenue would cer- 
tainly not be more than in 1909-1910,” was the response. 

In contrast to Mr. Peabody, who criticized the account- 
ing regulations of the Commission, Mr. Nay took occasion 
to say that he thought their rules a good thing, as it 
enabled them to make a better showing from operation, by 
transferring many charges to the capital account instcad 
of taking them out of earnings as operating expenses. 

Making a foreeast for 1911, Mr. Nay stated that, 
figuring on the same gross operating revenue as in 
1910 and the same operating expenses, with the exception 
of the anticipated increase in the cost of labor and in the 
price of coal—estimated at $1,461,607—and assuming that 
the taxes and fixed charges were the same, the return for 
the year on the book value of the property would be only 
3.28 per cent. Principal among the items in the distribu- 
tion of the receipts, he placed 79.93 for operating expenses 
and 4.79 for taxes, leaving only 15.28 per cent available for 
interest on bonds and other funded debt and the payment 
of dividends. 

Mr. Nay filed the following statement covering ihe re- 
lation of compensation to labor and ton miles handled: 





c., R. lL. & P. Ry. Co.—Statement showing average number 
of tons of freight carried one mile, per dollar of compensation 
paid to railway employes (exclusive of general officers) and 
average daily compensation: 

Based on Total Com- Based on Compénsation 
pensation (Exclusive of Assigned to Conducting 


General Officers) Transportation 

Fiscal Ton Miles Avge. Daily Ton Miles Avge. Daily 
Year Per Dollar Compensation Per Dollar Compensation 
. Sarees ee 176 $2.09 359 $2.33 
a Ne nee 179 2.08 387 2.36 
EE Cot oe a wis «tg cage 169 2.15 381 2.50 
BS tek birtr the cad 165 2.18 334 2.57 
SE. 6 0st bd v emeinee 169 2.19 341 2.62 
DR U55'e 4 tb 0 45.0 6 oe 160 2.22 334 2.69 


When Comptroller Nay of the Rock Island resumed 
the stand Friday morning, he was cross-examined by At- 
torney Thorne, Counsel for the live stock interests de- 
manded explanations of exhibits filed Thursday afternoon. 





Mr. Thorne, taking up question of estimated revenie 
for 1911, asked how the operating expenses were figured. 
Witness was asked if he included anticipated wage and 
fuel costs; he answered in the affirmative. He was tien 
asked why he had made no allowance for increased reve- 
nues through heavier tonnage. In explanation of this 
witness recurred to report for first seven weeks of this 
fiscal year as his justification for allowing no increase in 
revenue. 

“Do you think this a fair index for estimating earn 
ings?” 

“Yes.” 

Witness was then requested to read from Commission's 
report financial statistics by months for fiscal years of 1909 
and 1910, the net earnings. Witness was then asked if 1909 
months were above or below the year preceding: Jul) 
October and June earnings were given as lower than for 
the same months in the fiscal year next preceding. 

Mr. Thorne wished to know if a considerable propor- 
tion of operating increases could be chargeable to enact 
ments of state legisiation. Witness replied he did not 
know. 

Witness in response to another question, that from 15 
to 20 per cent of the traffic nandled by the road was intra 
state, but that present exhibits did not segregate this busi- 
ness from the figures used. : 

“But you insist on division when before state commis- 
sions?” persisted Mr. Thorne. 

Witness acknowledged the road did, because the pro- 
portion of purely state business was so small, especiall) 
when divided among 14 states. 

“What is the capitalization at the present time which 
fairly involves the lines now involved?” 

Mr. Nay responded it included all the lines of th 
¢. R. Il. & P. except those in Texas and New Mexico. 

“Should leased lines be included?” 

‘Yes.” 

Mr. Thorne demanded to know if these lines do ! 
make reports to the Commission and have earnings. \! 
Nay stated that they included on their capital account onl) 


“ lines over which the C. R. I. & P. operated exclusively, ot 


over lines which they had only trackage rights. 

The C. O. & G. was cited as a line for which | 
rental paid was only sufficient to cover interest on funded 
debt of leased lines. The Rock Island capitalization in- 
cludes no lines for which rentals were paid out of operating 
expenses. 

Mr. Thorne then demanded to know if the terminals 
at Chicago, St. Louis and Kansas City should not really be 
considered part of the Texas and New Mexico Rock Island 
lines. Mr. Nay responded that they were, but Texas and 
New Mexico lines were separate corporations. 

The cross-examiner then demanded to know if the 


den of the heavy terminals had not all been placed on the 


Cc. R. I. & P. proper. Witness denied this, reiterating that 
the Texas and New Mexico lines were separate corpora 
tions, that these latter lines had facilities and terminals of 
their own which were in no way charged to the C. R. I. é 
proper. 


Mr. Thorne then asked if the same capitalization S 


not duplicated in other lines. 
“Who, in fact, owns the lines in Texas?” he aske: 
“The C. R. I. & Guif owns the lines in Texas.” 
“Is there any other line owns the C. R. I. & Gulf?’ 


“The C. R. I, & P. owns the capital stock of the C. |’. !- 


& Gulf.” 


“Does the C. R. I. & P. have any intercorporate 1°'4 


tion with the C. R. I. & P. Railroad company?” 
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in response to an appeal from the witness, Examiner 
Brown ruled that Mr. Nay need not restrict his answers to 
“ves” or, “no.” 

Witness then stated that he understood from financial 
records such as Moody’s and Poor’s Manual, that the C. R. I. 
& P. railroad owned the majority of the stock of the Cc. RI. 


& P. Ry. 

Mr. Pierce took exception to the statement of Mr. 
Thorne that it was difficult to determine which capitaliza- 
tion should apply. He averred that the capitalization of the 
Cc. R. L & P. Railway company alone was concerned and 
the relation of this company to the C. R. I. & P. Railroad 
company was in no way involved. 


Mr. Thorne then turned his questions to Mr. Pierce 
as to the latter’s knowledge of the Railroad company. 

Mr. Pierce averred that the Railroad company was not 
to be considered at all, that the Railway company was not 
asking a dollar of dividends on the stock of the Railroad 
company. 

Mr. Thorne demanded to know the officers of the Rail- 
road company. Mr. Pierce answered that he did not know. 
Examiner Hillyer interrupted with the statement thar, if 
Mr. Thorne wanted information as to Railroad company, 
subpeenas would be issued calling witnesses to give the 
desired evidence. 

Mr. Pierce again insisted that the question of the 
Railroad company was foreign to the inquiry, that the Rail- 
way company was not trying to bolster its case by swelling 
its capitalization. He likewise declared that the issues to 
cover Texas lines had been deducted and that the exhibit 
filed covered the C, R. I. & P. proper. Mr. Thorne declared 
that the question of the intercorporate relations of the va- 
rious railway and holding companies was very germane to 
the investigation. 

“Who divides the proportion of earnings on a haul 
from El Paso to Chicago?” asked Mr. Thorne. 

“Under the present inter-line accounts, the divisions are 
made by the terminal company—in this case the C. R. I. 
& P.” 

“In your opinion, would the earnings average greater 
per mile of line on the system than on the Rock Island 
line?” j 

Question objected to by Mr. Pierce. The general 
solicitor said that it was a threadbare story, that whenever 
there was a case before the Texas commission the con- 
tention was raised that the Rock Island proper was drain- 
ing the revenues of the Gulf line to make a showing for 
the Rock Island, and when the Rock Island was under fire 
it was quite the thing to contend that the Gulf line was 
milking the C. R: I, & P. proper to enable the latter to make 
a better showing for high rates. The examiner noted the 
objection and then allowed Mr. Nay to answer. Witness 
replied he felt earnings on the system would be less on the 
System than on the line proper, for the reason that traffic 
density of Texas lines was less and that they were in the 
nature of the branch lines. 

Mr. Nay also stated that the average haul on the sys- 
tem would be greater than on the line proper, but that it 
did not follow that the average per-ton-per-mile revenue on 
the system would also be larger. 

Mr. Thorne then made a statement to the effect that 
he found the net operating revenue per mile, for 1908, 
$2,027 on the system and $1,801 on the line proper, and 
& similar condition for 1909; that the average per ton 
ber mile for both years for the system was greater than 
for the line proper. Mr. Nay said that he wanted to 
check Mr. Thorne’s figures; if they were correct, he 
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had erred in his judgment in answering the previous 
questions. 

Mr, Nay declined to admit the possibility of an error 
of judgment in the compilation and distribution of the 
figures in his exhibits. 

The witness also stated that the books of the com- 
pany were open to investigation and assistance would 
be rendered by the C. R. I. & P. in making such an 
examination. 

Mr. James asked the witness why the gross operating 
revenue for freight per mile was omitted from one of 
the exhibits. Mr. Pierce objected strongly to the line of 
questioning, resenting any attempt to insinuate that there 
had been any ulterior motive in any omissions in the ex- 
hibits. Witness and counsel both volunteered to furnish 
any missing statistics. 

Mr. James questioned the witness closely as to the 
various items shown in the exhibit giving the book value 
of the company. Witness was asked as to the nature 
and organization of the Rock Island Improvement com- 
pany. He stated that he believed the officers of the im- 
provement and the railway companies to be the same. 
It was stated that practically all the equipment was pur- 
chased through the agency of the improvement company. 
Counsel for the shippers called upon the witness to pro- 
duce copies of the contracts between the railway and 
improvement companies. Witness answered that he was 
not their custodian, but Mr. Pierce promised to produce 
the papers called for. 


“By the time car trust bonds are finally extinguished,” 
asked Mr. James, ‘what of the amount paid would be taken 
out of income?” 

Witness stated that he did not like to estimate the 
percentage, but would get accurate information. 

Mr. Nay was asked to read into the record the average 
freight density for the last decade, 1901-1910, viz., 484,437 
tons; 468,773; 445,905; 454,928; 447,184; 521,254; 549,965; 
511,454; 530,131 and 581,272 tons. 

Witness stated the 1910 average freight train load as 
257.83 tons. 

Witness made the statement that the gross revenue 
per mile was affected by variations in mileage. 

The following is a statement of averages and percent- 
ages for the operation of freight traffic of the road for 
1898-1910: 


1898. 1907. 1909. 1910. 

Average mileage operated..... 3,568.15 6,973.18 7,407.54 7,400.33 
Number of tons carried one 

mile, per mile of road....... 422,642 549,650 530,131 581,272 
Total freight revenue per mile 

of road operated........... $4,081.69 $5,238.92 $4,935.18 $5,332.20 
Average revenue per 100 tons 

eT Re are Se $ .966 $ .9538 $ .931 $ .917 
Freight operating expenses per 

100 toms one mile........... 524 .642 .693 .716 
Net freight revenue per 100 

TOMS ONS WE sii 06. a wees .442 311 .238 .201 
Average capacity of freight 

CREE Vos cdatesensedseccdétessts- aes 31.15 33.47 $4.65 
Average number of tons of 

freight in each loaded car... 11.63 15.02 15.08 15.00 


Average number of tons of 
freight in each car (loaded 


gg SS SE ee sa 8.70 10.97 10.46 10.29 
Percentages of empty to total 

freight car mileage.......... 25.23 26.94 30.68 31.36 
Average number of loaded cars 

BE SE Rie an en Obwlailks, vp 15.04 17.70 17.61 17.19 
Average number of tons of 

ee es 174.92 265.92 265.65 257.83 
Ratio of freight operating ex- 

penses to freight revenue... 54.24 67.37 74.44 78.08 
Average freight train revenue 

per freight train mile....... $ 169 $ 263 § 2.4%. $3 28.37 
Average freight operating ex- 

penses per freight train mile. -92 1.71 1.84 1.85 
Average net freight revenue 

per freight train mile....... Tl -82 .63 52 


Mr. Nay was again asked if he had taken into consid- 
eration a possible increase in traffic in his estimates for 







































348 THE TRAFFIC WORLD AND TRAFFIC BULLETIN 





the earnings and expenses for 1911. Witness again replied 
that he had not, but that he felt, in view of the information 
he had received and the tendency as shown by the first 
seven weeks of the current fiscal year, that his estimate 
was as fair as he could make it. 

Mr. James asked if it was fair to base his estimate on 
the last seven weeks and information witness received 
from the road’s passenger traffic officials considering the 
reiurns for the last five years. Witness answered that the 
reports to date for 1911 had not been controlling, otherwise 
the report would: have shown a decrease in revenue. Mr. 
Nay felt that if anyone was to be hurt by the estimate it 
would be the railroads. 

Witness was asked whether the estimate for operat- 
ing expenses had taken into consideration extraordinary 
demands on the income. He was questioned as to whether 
or not the storm conditions last winter had not been 
unusually severe and thus served to make the 1910 operat- 
ing expenses heavier. Mr. Nay did not believe that the 
expenditures in this direction were out of the ordinary. 
He stated that out of $10,000,000 for maintenance, only 
$158,000 had been disbursed for the removal of snow and 
ice. 

When the afternoon session opened, Mr. James re- 
sumed his: cross-examination of Comptroller Nay. Wit- 
ness was asked if the formula used in computing figures 
in the exhibits submitted in this case was the same as 
used in the Missouri passenger rate case in 1898. Mr. 
Nay replied that it was. He was then asked if it was 
the same as employed in the Nebraska passenger case 
and answered that, with the exception of certain changes 
in the division of maintenance of way expenditures, the 
formula was substantially the same. 

The question of the right to examine the company’s 
books came up early in the session. Witness was asked 
if access would be given to records to find out prices 
paid for materials. Mr. Nay responded that his offer 
related to the verification of the exhibits submitted. 
Shippers’ counse] then wanted to know just what offer 
of morning session had meant. Mr. Nay stated that he 
felt the names of the firms from whom purchases had 
been made should be held confidential. He resented the 
insinuation, however, that he was attempting to qualify 
his statement of the morning. 

Mr. Lyon wanted to know whether exhibits prepared 
could be also worked up from statistics on file with the 
Interstate Commerce Commission. Mr. Nay replied that 
they could. 

Mr. Nay was asked if he knew the purpose of the 
exhibits presented. He answered that he understood 
that the purpose was to show that the company was enti- 
tled to more revenue. Mr. Lyon wanted to know whether 
exhibits were intended to justify just the increase under 
investigation cr for a general advance. The witness 
responded that he did not know that any general ad- 
vance was planned, but he believed that the showing 
made by the statistics filed would show the justification 
for it. 

The witness stated that when he started to prepare 
exhibits he did not know the amount involved in the 
raise under investigation, $142,668.24, or %4 of 1 per cent 
of the earnings. 

Mr. Lyon asked the witness what increase witness 
thought the company was entitled to under the showing 
made. Mr. Pierce objected to the question. Counsel 
gave it as his opinion, however, that the advance under 
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consideration wasn’t one-tenth of what he believed 
company should receive. 

Counsel for the Commission said that it was felt : 
the important thing to be determined in this case was 
the principles to be established, not the revenue involved. 

Witness was then aSked whether the reduction in 
July earnings was caused by the falling off in any par- 
ticular class of traffic or a general decrease in tonnag 
Mr. Nay responded that he did not know. 

Mr. James asked witness if he knew coal strike had 
been ended. Witness did not know. Mr. Nay was then 
asked when trouble began; he said in April. Witness 
admitted that the strike had adversely affected the ton- 
nage of the road, and that the end of the mining difficul- 
ties would probably mean an increase in general traffic. 


he 


lat 


Mr. James also inquired the percentage of products of 
mines to total tonnage hauled. The answer for last year 
was 18.66 per cent. The witness was asked if the per- 


centage had been constant for a period of years: he 
answered that he did not have the figures before him, 
but he believed that this condition had existed. 

“That’s all,’ said Mr. James. 

S. H. Cowan, whose appearance as attorney for the 
National Live Stock association was entered on the first 
day of the hearing by Mr. Thorne, was present at the 
afternoon session. He asked the witness about statistics 
of operating performances. He requested witness to file 
statement by divisions showing the operations by divi- 
sions between Herrington and Chicago and from Phil- 
lipsburg to Chicago, particularly the tonnage perform- 
ance, loaded and empty car mileage performance and 
train mileage performance. 


Mr. Nay was asked if general valuations of the line 
had been made. He replied that valuations had been 


made in several states, no general estimate had been 
figured out. He was questioned as to the relation of 
the book value of the C. R. I. & P. to actual and re- 
sponded by saying that the book value did have a defi- 


nite relation to the actual value of the property. 

With the conclusion of the cross-examination 0! 
Nay the Rock Island rested its case, with the right of 
recalling the comptroller to explain exhibits and _ stalis- 
ties still to be filed. 

The Wabash railroad was next called and Vice-Presi- 
dent and General Manager Henry Miller took the stand 

The shippers are represented by Francis B. James 
of Cincinnati and J. H. Atwood of Kansas City. William 
D. Haynie is appearing for the Illinois Manufacturers’ 
association, and W. V. Thorne for the Corn Belt Meat 
Producers’ association and for S. H. Cowan, attorney 
for the National Live Stock as:ociation. 

The railroads are represented by the following 
counsel: T. J. Norton, commerce attorney, Santa Fe; 
S. H. Strawn, general solicitor, Chicago & Alton; E. 
M. Hyzer, general counsel, and S. A. Lynde, general 
attorney, the Northwestern; C. M. Dawes, general coun- 
sel, the Burlington; J. B. Payne, general counsel, Chi- 
cago Great Western; O. E. Butterfield, general attorney, 
Chicago, Indiana & Southern; Calhoun, Lyford & 
Sheean, general attorneys, Chicago, Milwaukee & Gary; 
W. E. Ellis, commerce counsel, St. Paul; W. F. Dick 
inson, general attorney, Rock Island; J. B. Sheean, 
general attorney, Omaha road; G. W. Sievers, general 
counsel, Iowa Central; J. M. Bryson, general attorney, 
Missouri, Kansas & Texas; M. L. Clardy, general at- 
torney, Missouri Pacific; F. H. Wood, general attorney, 
Frisco, and N. S. Brown, general attorney, Wabas! 
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THE PROPOSED RATE INCREASE 


The Railroad’s Side of the Case—A Reply to the 
Recent Criticism of McCain’s Argument 








“Contributed’’* 


Mr. C. C. MeCain in his pamphlet entitled “The Dimin- 
ished Purchasing Power of Railway Earnings” showed by 
specific and incontrovertible facts that the cost of each unit 
of railway labor, material and equipment greatly increased 
petween 1897 and 1907. He also showed that the rate of 
interest that the railways had to pay on their bonds largely 
He showed that in the meantime the average 
rates per ton per mile and per passenger per mile and 
also the specific rates received by the railways remained 
practically stationary. The consequence was that the re- 
ceipts from the transportation of one ton one mile or one 
passenger One mile would buy less labor and material 
and pay less interest in 1907 than in 1897. Not only did 
the wages and prices paid by railways increase, but wages 
and prices generally increased. The consequence was that 
in 1907 railway rates were relatively much lower than in 
1897. 

The “prominent industrial traffic man” who contrib- 
uted to THE TRAFFIC BULLETIN of July 23, 1910, the repiy 
to Mr. McCain, admits Mr. McCain’s premises—namely, 
that the costs of things railways buy have increased—but 
controverts Mr. McCain’s conclusion that it logically fol- 
lows that railway rates should be raised. He contends 
that the density of traffic has so increased and improve- 
ments in railway plants and operating methods have so 
tended to keep down operating expenses that, in spite of 
the increases in expenses cited by Mr. McCain, railway 
gross and net earnings have both increased very greatly; 
and that, therefore, the railways do not need, and should 
not be allowed to increase their rates. 

The question, however, is not whether earnings have 
increased, but whether they have increased enough to put 
the railways, and, with existing rates, in the future will 
increase enough to keep them, on a sound operating and 
financial basis. John Smith is a laborer who in bad times 
is reduced to the hard necessity of working for 50 cents a 
day. He is in debt, and his earnings are not large enough 
to pay the living expenses of his family. Times improve, 
and by dint of good luck and hard work John Smith in the 
course of ten years manages to get his wages raised to 
$1.50 a day, or the enormous sum of $9.00 a week. This is 
an increase of 200 per cent in his daily earnings. And yet 
Will anybody contend that it raises him to the height of 
afluence? Now, the case of the railways is analogous to 
that of John Smith. In 1897, 128 per cent of them, having 
a mileage of 18,900 miles, and a capitalization of $1,017,- 
000,000, were in the hands of receivers. Many others 
Were just emerging from bankruptcy. As the writer in 
The TRAFFIC BULLETIN points out, roads as a whole suf- 
fered an average deficit from operation of $33.00 per mile. 
They paid no dividends on 70.10 per cent of their outstand- 
ing stock, and no interest on 16.59 per cent of their bonds. 
Their average rate of dividend on dividend-paying stock 

Was but 5.43 per cent. Between 1897 and 1907 their gross 


increased. 


*In the issue of THr TRAFFIC WORLD AND TRAFFIC BULLETIN 
‘for July 23, there was published a contributed article by a prom- 
‘nent business representative concerning the increase in freight 
rates. Many comments have been made on it from both sides 
of the question, so that it has aroused much interest. We are 
how publishing an article from the pen of a railway president, 
Presenting the transportation company’s position and treating 
the question in much detail. We believe it will have a careful 
reading and much serious thought. The author is rarely in print 
and seeks no personal publicity.—Editor. 
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earnings increased from $6,122 per mile to $11,383, their 
operating expenses from $4,106 to $7,687, and their operat- 
ing income from $2,016 to $3,696, the percentage of in- 


crease in net earnings being almost 84 per cent. The 
amount of stock on which they paid dividends in 1907, the 
writer in Tue TrRAFFic BULLETIN says, was 210 per cent 
greater than in 1897. But this does not show that the 
railways are enormously prosperous any more than John 
Smith’s 200 per cent increase in wages shows that he has 
become enormously prosperous. Whether a thing seems 
big depends on what you compare it with. The railways’ 
profits in 1907 seem so big to the writer in Tue TRraArFric 
BULLETIN, because he compares them with the profits in 
the bad year 1897. The year 1907 was the most prosperous 
year in the history of the railways of the United States. 
And yet, as the writer in Turk Trarric BULLETIN himself 
points out, in that year they paid no dividends on 32.73 
per cent of their stock. The dividends paid averaged, as 
applied to all the stock outstanding, but 4.17 per cent. 

I have never known anyone to contend that the per- 
centage of return paid on railway capital in this country 
has been at any time or is now excessive. It has been, and 
is now, lower than the average rate of return in any other 
large industry. A contention always made by those who ar- 
gue that railway profits are large enough, or even excessive, 
including the writer in Tuk TrAFric BULLETIN, is that the 
roads are cvercapitalized. The writer in question intimates 
that the increase in capitalization between 1897 and 1907 
was excessive in proportion to the increase in mileage. 
He points out that the miles of line grew from 184,428 to 
229,951, an increase of 45,523 miles, or 24 per cent. In the 
meantime the total amount of railway capitalization— 
stocks, bonds, miscellaneous obligations, including bonds 
and equipment trust notes—grew from $10,635,008,074, or 
$59,620 per mile, to $16,082,146,683, or $69,457 per mile. 
The total increase in capitalization was 51 per cent; the 
increase per mile 17 per cent. 

The imputation that capitalization increased excess- 
ively is totally unfair and easily refuted. As the Inter- 
state Commerce Commission pointed out in its report en- 
titled “Intercorporate Relationships of Railways of the 
United States” as of June 30, 1906 (see quotation in Sta- 
tistics of Railways of the United States for 1907, page 16), 
“If the problem be to state the amount of securities which 
are an actual or contingent claim upon the revenues of 
the railways of the country considered as a whole, it is 
evident that the phrase ‘in the hands of the public’ must 
exclude from outstanding capital all railway holdings.” 
In other words, the Commission indicated, the true capi- 
talization is the amount outstanding in the hands of the 
public. Now, a large part of the increase in capitalization 
between 1897 and 1907 consisted of securities owned by the 
railways. The amount of securities owned by railways in 
1897 was $1,466,936,176; the amount owned by them in 
1907 was $3,028,000,000, an increase of 176 per cent. De- 
ducting these amounts from the gross capitalizations, we 
find that in 1897 the total amount of securities outstanding 
in the hands of the public was $9,168,071,900, and that in 
1907 it was $13,054,146,683, an increase of 42 per cent: The 
securities in the hands of the public amounted in 1897 to 
$49,711 per mile of line, and in 1907 (see statistics of Com- 
mission for 1907, page 6) to $58,298 per mile of line.* 





*This is the Commission’s figure. Dividing $13,054,146,683 by 
the mileage in 1907, which was 229,951 miles, gives an average 
net capitalization of only $56,725. I cannot explain the dis- 
erepancy, as the Commission makes no adequate explanation 
of how it arrives at the figure $58,298. The average capitaliza- 
tion per mile in 1908, according to the Commission,. was $57,201, 
an increase over that of 1897 of but 15 per cent. 
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“This figure,” says the Commission, “represents correctly 
the average capitalization per mile of the railways in the 
United States, meaning by this phrase the amount of actual 
capital to be supported by freight and passenger rates” 
(statistics for 1907, page 76). 

Now, let us see whether there was any justification 
for this increase of 17 per cent in the capitalization per 
mile. The reports of the Commission show that the 
amount of equipment per 1,000 miles increased as follows: 


1897. 1907. Inc. P.C. 
DENTE. secu coansde 004 o0ee¥ oe vemes 196 243 .24 
Sr GOA 56 ced Carbs 6 bas eleee aw abes 6,666 8,756 -31 
EERE EGET ST 183 193 -05 
Company service Cars...........sseeeeees 230 401 -74 


Meantime, as the statistics of the Commission show 
(statistics for 1907, pages 37-53), there was a very great 
increase in the average capacity of equipment of all kinds. 
The mileage of second track increased meantime 76 per 
cent, the mileage of third track 97 per cent, the mileage 
of fourth track 45 per cent, and the mileage of 
yard track and sidings 78 per cent. No figures can be 
given’ showing the increase in the number of miles that 
were well ballasted, laid with heavier rails, and block sig- 
naled, and whose grades and curvature were reduced, but 
it is well known that the amounts spent in making im- 
provements such as these were enormous. Moreover. it 
must not be forgotten that a very large aggregate amount 
of money is required for improvements demanded by the 
public which will never pay interest on their cost. In the 
decade between 1897 and 1907 the railroads of Chicago 
alone spent many millions of dollars for the simple pur- 
pose of raising their tracks, and to a greater or less extent 
this was done elsewhere in the country. Moreover, the 
destruction of a depot building costing originally fifteen to 
fifty thousand dollars and its replacement by a maguificent 
structure costing anywhere from two to three millions, 
is not required from any standpoint of self-interest of the 
railroads, but is demanded by communities ambitious for 
esthetic effects. Everybody knows that these things have 
been and are being done, and everybody knows that they 
play no part whatever in increasing railway revenues or 
decreasing railroad expenses. As was shown, the increase 
in capitalization per mile was but 17 per cent. In view of 
the facts that have just been given, can anyone question 
that the increase in investment and in the value of the 
railways per mile greatly exceeded this increase in capi- 
talization? : 

The foregoing data seem to prove very conclusively 
that the increase in capitalization between 1897 and 1907 
Was very conservative compared with both the intensive 
and extensive increase in railway facilities. The capitali- 
zation of American railways, instead of being excessive as 
is so often contended, probably is as conservative as that 
of any railways of the world. I give below the capitaliza- 
tion of the railways of the United States per mile and 
those of some other countries as well, as reported for 
1907, and their average densities of freight traffic: 


, y Tons Handled 
Capitalization One Mile 


Per Mile. Per Mile of Line. 


I i i i 8 a $ 58,298 947,746 
eye eee 59,930 236,488 
Ee eee ee ee ee 109,000 441,641 
Italy—State railways only.............. 124,730 244,699 
SNE G04 Coe ed Ad wae od ose otto beau 139,390 497,584 
Belgium—State railways only........... 169,806 1,098.395 
E> 5 Vewns EN ae tes peeks ae bios eb ie ss 63,010 362,247 
CMS, FCG Ries on Boo asin wae ah 6,4 Mead asst #0 112,879 607,673 
Russia in Europe, exclusive of Finland. 80,985 747,859 


I think the foregoing data prove very conclusively 
that the increase in capitalization of the railways of the 
United States from 1897 to 1907 was very conservative, and 
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that the amount of capitalization in 1907 was extremely 
conservative compared with the capitalizations of the 
Trailways of other countries and with the relative amount 
of freight traffic handled. As the dividends paid in 1907. 
as applied to all outstanding stock, amounted to but 417 
per cent, it is hard to see-how anyone can contend that the 


earnings of American railways have been excessive or even 
reasonable. 

Following his discussion of railway capitalization, the 
writer in THe TRAFFIC BULLETIN calls attention to the fact 


that in 1897 the roads charged against improvements and 
betterments but $4,544,830, while in 1907 they charged 
against permanent improvements and betterments $38,552. 
890. As this amount might have been applied to dividends. 
and as it was expended in increasing the value of the prop- 
erties, he thinks it should be counted as so much additional] 
return to the stockholders. But, no one will contend that it 
is not desirable that permanent improvements be niade in 
railroads. The money to make them must be derived from 
one of two sources, It must either be earned or derived from 
the sale of securities. Suppose, now, that the money used 
in making these improvements had not been earned, but 
had been gotten by the sale of securities. That would have 
involved an increase in capitalization. The railways would 
have had to pay interest and dividends on this capitaliza- 
tion. In order to pay dividends and interest they would 
have had to earn them. Now, what difference does it make 
to the shipper or the public whether earnings already ac- 
cumulated are used directly to improve the property or 
new stocks and bonds are issued to get the money to 
make the improvements, and then subsequent earnings are 
used to pay dividends and interest? 

The writer in THe TRAFFIC BULLETIN also refers at 
considerable length to the fact that after paying operating 
expenses, interest, dividends, etc., in 1907 the railways had 
a surplus of $141,323,364, whereas in 1897, after these pay- 
ments, they had a deficit of $6,120,483. He adds (hat the 
large surplus of 1907 could have been added to the divi- 
dends paid. This is true, but it would have been very un- 
wise financiering to do so, as subsequent events showed. 
In the fall of 1907 came the panic, and in the fiscal year 
1908 the total surplus amounted to but $2,462,263. Many 
roads did not earn their operating expenses and fixed 
charges, and in consequence $85,284,404 in dividends were 
declared from the surpluses previously accumulated. The 
result showed the great wisdom of accumulating surpluses 
in good years to meet the needs of bad years. 

The relatively bad results in the fiscal years 19/8 and 
1909 as compared with those of 1907 call attention to th 
extreme unfairness to the railways of comparisons be 
tween the financial results of 1897 and 1907 to sho 
at the end of the ten years’ period they had grow: 
mously prosperous. The comparison is unfair, because 
1897 was one of the worst years in their history, an 
was the best. The results in 1908 and 1909 were atl} 


different from those in 1907, as the following figures show 
Gross Operating Ope ons 

Earnings. Expenses. Net It nue. 

OS. 6 FE STP AR $11,383 $7,687 $3,696 
EE a csare 60s buat kaka eile onde 10,613 7,394 wld 
BE ben ccubinraltccoptactias 10,486 6,933 00 


In the foregoing I have used figures for the ¢ 


period 1897-1907 almost exclusively, because. figures [0° 
these years were used exclusively by the writer in T!! 
TRAFFIC BULLETIN. The fact, however, should not be over 
looked that no other ten-year period could be select: the 
statistics for which would make the increase in railway 
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profits seem so large as do the statistics for this period. 
For example, the increase in net operating income per mile 
between 1897 and 1907 was from $2,016 to $3,696, or 83 per 
cent, while the increase between the years 1899 and 1909 
was from $2,435 to $3,516, or only 44 ‘per cent. 

The panic of 1907 was very severe, and in the year 
1908, 24 railways, having a total mileage of 8,009 miles and 
stock and funded debt outstanding aggregating $596,359,000, 
were placed in the hands of receivers. Gross operating 
revenues declined from $2,589,105,578 in the fiscal year 
ending June 30, 1907, to $2,393,805,898 in 1908. While the 
panic was severe, its effects were comparatively brief. 
Suppose the depression caused by it had lasted as long 
as did the depression following the panic of 1893. Would 
not the roads then have had good use for the surpluses 
accumulated in previous years? No one can tell when a 
business depression as profound and protracted as that 
following the panic of 1893 will come upon the country, 
and if the railways in times of prosperity do not lay by 
surplus earnings for the “rainy day” that is sure to come, 
they and the country with them will suffer seriously for 
their improvidence. 

Mr. McCain showed in his book that the average in- 
terest the railways had to pay on money borrowed by them 
in 1897 was 3.9 per cent, while the average rate of interest 
they had to pay for money borrowed by them from January 
to July in 1908 was 5.04 per cent. The writer in THE 
TRAFFIC BULLETIN says, “Do they expect to go On mortgag- 
ing their, property at the rate of $544,000,000 per annum 
and to continue to borrow at the same or less rates at 
the same security? When a man places a mortgage on his 
property, Goes he usually borrow at the same rate when 
the security is 20 per cent as when it is 75 per cent above 
the amount of the loan and no liability upon the bor- 
rower?” I have already shown that beyond serious ques- 
tion the inerease in the value per mile of the physical 
properties of the railways between 1897 and 1907 exceeded 
their increase in capitalization per mile. In other words, 
disregarding the increase in the earnings of the roads, 
there was an increase in the value of their physical proper- 
ties ample to safeguard the capitalists who loaned them 
money. I have also already noticed THe TRAFFIC BULLETIN 
writer’s criticism of the railways for spending earnings in 
making permanent improvements and betterments. As he 
objects to their using earnings for improvements and to 
their going into the money market for capital, and as 
there is no way for them to get money to spend except 
either by earning it or raising it by the sale of securities, 
the conclusion seems to be that he is opposed to them 
raising or spending money at all. 

Study of the situation shows that two sets of forces 
have been at work to determine railway profits. On the 
one hand, the increase in the wages of labor and in the 
prices of materials have tended to increase operating ex- 
penses and to hold down or to reduce profits. On the 
other hand, increase in the density of traffic and improve- 
Ments in plants and operating methods have tended to 
increase earnings and to reduce expenses. Now, the wages 
of labor and the prices of materials are still rising. The 
roads are making large increases in wages this year, and 
the last report of the federal bureau of labor states that 
“wholesale prices in March, 1910, were higher than at any 
time in the preceding 20 years, being 7.5 per cent higher 
»than in March, 1909; 10.2 per cent higher than in August, 
1909, 21.1 per cent higher than the average yearly price of 
1900 ; 49.2 per cent higher than the average yearly price of 
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1897, and 33.8 per cent higher than the average price for 
the ten years 1890 to 1899.” 

On the other hand, increase in the density of traffic 
tends to increase railway net earnings only before a rail- 
way is being worked to its full capacity; for after the 
point of traffic saturation is reached new tracks or lines 
must be built to handle the additional traffic, which in- 
volves enormous new investment. Now, there are many 
roads which rave reached this point. Furthermore, im- 
provements in plants and operating methods cannot be 
relied on to keep down operating expenses in future as 
they have in the past, for on many roads grades and curves 
have been reduced, and the size of cars, the power of loco- 
motives and the length of trains have been increased as 
much as is economically practicable, or even, in many 
cases, physically possible. The view of the Interstate 
Commerce Commission as to the probable future resultant 
of the forces that determine railway net earnings was thus 
expressed by Commissioner Prouty in the recent decision 
in the Spokane rate case: 

“It is probable that at the outset the economies of 
operation more than outweighed the increased cost of 
labor and supplies, but that of late the reverse has been 
true. . . . It is evident that the total result to net revenues 
cannot be foretold with accuracy. It is perhaps probable 
that the effect of increased wages and increased cost of 
supplies will be more seriously felt in the future than it has 
been in the past.” 

It would seem, then, that the tendency of railway net 
earnings is apt to be downward rather than up. Now, the 
general increase in rates of interest which is illustrated 
by the increase in rates of interest which railways have to 
pay on their bonds, makes it necessary for the roads, if 
they are to get sufficient capital, to pay higher interest 
and also higher dividends in future. When the investor 
can get only 3.75 per cent by lending his money, he may 
be willing to give par for a stock paying a dividend of 
only 5% to 7 per cent; but when he can get 5 to 6 per 
cent for loans on gilt-edge securities, he quickly becomes 
unwilling to invest in any stock that will not net him 7 to 
9 per cent. It might be said that the Interstate Commerce 
Commission cannot legally allow the railways to so ad- 
vance their rates as to enable them to earn an average of 
7 to 9 per cent on their stock. But, as the Railway Age 
Gazette recently said: 

“The duty of the Commission under the Mann-Elkins 
act is to let the roads fix rates which are ‘just and rea- 
sonable.’ In determining whether proposed rates are tea- 
sonable the Commission must give primary consideration to 
the effect they probably will have on traffic. It is a well- 
established legal principle that a common carrier cannot 
charge a rate that is unfairly discriminatory or that is 
extortionate—in other words, one that exceeds the value 
of the service for which it is rendered—even if otherwise 
the carrier cannot make any profit at all. It is an equaliy 
well established legal principle that, as long as its rates 
are not discriminatory or extortionate, the carrier has a 
right to make them high enqugh to earn at least a “fair 
return.” In the determination of the question whether pro- 
posed rates would be unreasonable per se, and whether 
proposed advances are necessary to enable the roads, or any 
of them, to earn a “fair return,’ the Commission will per- 
form a quasi-judicial function. Whether, without proof that 
the proposed rates will be unreasonable per se, the Com- 
mission can forbid the roads to put them into effect he- 
cause it may think that they will enable the roads to earn 
more than a “fair return”—in other words, because it may 





























































































think they will enable the roads to earn more than the 
minimum to which the courts have held they may be re- 
stricted—is a disputable point. In any event, it is certain 
that the Commission may, if it sees fit, let the roads 
charge rates which will enable them to earn more than the 
minimum to which the courts have said they may consti- 
tutionally be held down. For, it performs legislative as well 
as judicial functions. Its power to fix rates for the future 
is purely a legislative function delegated to it by Congress. 
In performing a duty delegated to it by Congress it ought 
to proceed as Congress ought to proceed if Congress per- 
formed the function itself. Now, Congress, in passing 
laws, does not impose upon those affected the heaviest 
burdens, or restrict them within the narrowest limits, that 
it constitutionally can. Its taxing power, for example, is 
practically unlimited, but it does not therefore impose the 
highest taxes it can. Congress does not consider merely 
what it is constitutional to do, but it gives preponderant 
consideration to what it is in the interest of public expedi- 
ency to do. Similarly, in exercising its legislative fune- 
tion of fixing rates, the Commission ought to seek not to 
limit the railways to the least to which they can consti- 
tutionally be restricted, but to make those rates which 
will be most conducive to the public welfare. And the 
rates which will be most conducive to the public welfare 
are neither the highest that shippers can possibly afford to 
pay nor the lowest on which railways possibly can continue 
to do business, but a mean between these extremes. 

“In determining the most expedient rates to make, the 
Commission cannot fix its gaze exclusively on the 1ailway 
business. It must consider it in relation to other busi- 
nesses. The welfare of all other industries demands that 
transportation facilities shall be improved and increased. 
In order that they may be improved and increased, the 
railways must get their reasonable share of new capital. 
When they go into the market for the new capital they 
meet bidders representing other lines of business. If their 
earnings are not as large in proportion as those of other 
businesses, they cannot bid as much for capital as other 
businesses. And if they cannot bid as much for it they 
will not get as much of it as not only their own interests 
but those of other businesses require that they shall get. 
So, the question which the Commission ought to consider is 
not merely whether the railways must have higher rates 
in order to escape bankruptcy, but whether they must 
have higher rates in order to enable them to hold their own 
against other bidders in the money market, and thereby to 
get enough capital adequately to improve and develop 
their facilities.” 


Classification Hearing Postponed 





On account of the absence of one of the members of 
the Illinois railroad commission, and the small number of 
applications for classification or change of classification, 
the regular meeting of this commission for consideration 
of such matters, which under the rules would occur on 
Wednesday, September 7, 1910, will be abandoned. 

The next regular meeting for classification matters 
therefore will be held at the office of the commission, Room 
819, 218 La Salle street, Chicago, Wednesday, January 4, 
1911, at 10 o’clock a. m. If any matter of sufficient 
importance should develop prior to that time, a special 
meeting may be called. 
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LANE DISSENTS IN CAR CASE 


Commissioner Fails to Agree with Majority as to 
Basis of Rating to Be Adopted in Hillsdale 
Case+Clements Joins in Dissent 





*As mentioned in the weekly TRAFFIC WorLp for 
August 27, 1910, and the daily for the day previous, Com- 
missioner Lane has also filed a dissenting opinion in the 
last coal car distribution case, Hillsdale Coal Co. vs. Penn- 
sylvania Railroad Co. (1063), Opinion No. 1383, 19 I. C. ¢. 
Rep., 356. The majority opinion, written by Commissioner 
Harlan, as well as the separate dissenting opinion of Com- 
missioner Prouty, was published in the last issue of the 
weekly. 

Below we present the dissenting opinion of Commis- 
sioner Lane. Commissioner Clements joined in this dis- 
sent: 


LANE, Commissioner, dissenting: 

I am in full accord with that part of the Commission’s 
report which condemns the existing car distribution rules 
of the Pennsylvania Railroad company and prescribes the 
rules which shall be observed in the future, but I cannot 
agree that the Pennsylvania Railroad company’s method 
of rating mines for purposes of car distribution is unob- 
jectionable. 

Under the recent decisions of the Supreme court this 
Commission has been vested with what amounts to abso- 
lute authority over car distribution rules. Under an ex- 
tension of the doctrine laid down in the Abilene Cotton 
Oil case it is now the law that a shipper does not have 
the right, before appealing to the Commission, to invoke 
the aid of a court of law in order to compel a carrier to 
furnish the transportation facilities to which the shipper 
believes he is entitled. It is further established that the 
courts will not inquire into the reasonableness of the rules 
prescribed by the Commission nor disturb the Commis- 
sion’s orders unless it appears that some constitutional 
guaranty has been violated or that the Commission has 
not proceeded in accordance with law. These decisions 
cast upon the Commission a responsibility as to railroad 
practices equal to that which rests upon it as to railroad 
rates. This body is made in the first instance the sole 
resort of the shipper; from our decision the shipper has no 
appeal, while the carrier’s right of review is limited to 
questions of law. In the great majority of cases, there 
fore, our judgment must be a final determination of the 
questions involved. In view of this responsibility the de- 
cision in this case becomes of first importance. 

Rules for the distribution of cars in periods of car 
shortage are of very recent invention, and it has appeared 
affirmatively in the cases which have been brought before 
this Commission, as well as in those before the courts, that 


the whole question of car distribution is in a state of flux; 
the carriers have not yet devised a code of rules which 
is satisfactory either to themselves or to their shippers 
It is a matter of most genera] knowledge, brought out and 
clearly established in the coal investigation made by the 
Commission some three years since, that the distribution 
of cars to coal mines has been based largely upon interest, 
prejudice, and pull. There has been little, if any, pretcns¢ 
that cars were divided among coal mines upon a isis 


which the law could recognize as fair and nondisc! imi- 
natory. Sirice this investigation it appears that the carriers 
have been making an honest effort to establish rules which 
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would not be open to objection upon the ground of dis- 
crimination, but these rules are as yet but experimental— 
they do not represent the crystallized experience of years 
—at present they are but tentative. The preferences which 
have been shown to owners of private cars and to mines 
supplying railway fuel show clearly that the carriers are 
but feeling their way to a basis that will be more equit- 
able than any hitherto obtaining. Instead, therefore, of 
regarding the rules involved in the cases recently re- 
viewed by the Supreme court as controlling this Commis- 
sion. we are justified in saying no more upon this subject» 
than that the views heretofore expressed are the result 
of such light and experience as we have been able to gain 
upon a most difficult subject, and are properly subject to 
amendment at any time. Moreover, it must be remem- 
bered that the Commission has not given its endorsement 
either to physical capacity or commercial capacity or to a 
blend of the two as a basis for the allotment of cars sub- 
ject to distribution in a time of shortage. 

As explained in the majority report, the Pennsylvania 
Railroad company fixes the rating of a mine for purposes 
of car distribution by adding to the ascertained physical 
capacity the commercial output of the previous year and 
dividing the sum by two. I am not convinced that past 
commercial performance can be fairly taken as a measure 
of present-day needs. However, conceding that a mine’s 
past shipments under normal conditions may properly be 
taken into account, it is clear that they do not afford an 
index of actual shipping capacity when they have been 
affected by numerous discriminatory practices. The un- 
disputed testimony in this case shows that the complain- 
ant has been subjected to gross discrimination. The com- 
plainant was often compelled to go without cars for days 
at a time, while certain of its competitors had no diffi- 


culty in securing an abundant car supply. The record 
further shows that the Pennsylvania Railroad company 
spiked the switch leading to the mine of the Hillsdale 


Coal & Coke company so that for nineteen months the 
complainant was unable to ship a ton of its output. This 
latter circumstance, according to the majority report, does 


hot constitute unjust discrimination. If inequitable car 
distribution rules can be held discriminatory, and the 
Commission so finds, how can we look with greater 


benignity upon the absolute refusal of the defendant to 
serve one shipper while transportation facilities are freely 
accorded to his competitors? The indisposition of the ma- 
jority to attach any importance to this phase of the com- 
Diaint is inexplicable. In my opinion the spiking of the 
complainant’s switch by the Pennsylvania Railroad com- 


pany constitutes unlawful discrimination in its 
Vicious aspect. 


most 


Be this as it may, the finding of the Commission is as 
follows: 


Res Upon all the facts shown of record the Commission there- 
ore finds that throughout the period of the action the system 
upon which the defendant distributed its available coal car 
“uipment, inel system fuel cars, foreign railway fuel 
ars and individual or private cars, has subjected the com- 
Plaimant to an undue and an unlawful discrimination. 

From this finding it necessarily follows that the out- 
- of the complainant’s mines during the period in ques- 
‘on does not fairly measure its normal commercial capac- 
itv ee > “ 
iy. Its shipments have been arbitrarily and unjustly re- 
mricted by the operation of the unlawful rules of the de- 
‘endant, and when this Commission permits the Pennsyl- 
Vg 4 eft . . 
ania Railroad company to take that restricted commercial 
dl as a factor in determining the rating of the mine 
or purposes of car distribution, it is obvious that the past 


discrimination is being indefinitely perpetuated. This 


including 
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proposition seems so self-evident that it ought not to be 
necessary to support it by illustration. Let us take the 
case of a mine the physical capacity of which is 500 tons 
per day. By reason of the discriminatory practices of 
which it has been the victim its commercial output during 
the past year was restricted to 250 tons per day. A com- 
petitor, on the other hand, with the same physical capacity 
as well as the same business efficiency, was favored by the 
carrier and thereby enabled to market all the coal that it 
could produce during the preceding year. Under the rule 
which we are now considering the rated capacity of the 
mine which has been the victim of discrimination is some 
375 tons per day, while that of the favored mine is 500 
tons per day. Again, take the case of a mine whose switch 
was spiked so that it had no output whatever during the 
past year. Under the Pennsylvania Railroad company’s 
rule*its present physical capacity of 500 tons is added to 
its past commercial capacity (zero), and the sum divided 
by two, the result being 250 tons, the rating of the mine 
for purposes of car distribution. Can there be any question 
that by sanctioning this rule we are permitting the de- 
fendant to prolong its discriminatory practices indefinitely? 
It would appear that this discrimination will be progres- 
sively diminished as the years go by, but this, I submit, 
does not temper the injustice of the rule, 

The majority report commends the method employed 
by the Baltimore & Ohio Railroad company in 
mines for purposes of car distribution. Under the Balti- 
more & Ohio the ascertained physical capacity is 
taken in conjunction with the commercial capacity during 
a period of free car supply in each of the two preceding 
years, and the result divided by three. This method is 
even more objectionable than that of the Pennsylvania 
Railroad company. In the first plgce, it should be ob- 
served that we are considering rules for the distribution of 
cars during a period of car shortage. It is obviously un- 
scientific, therefore, to look to a mine’s output during a 
period of free car supply as 4n index of its probable needs 
during a period of car shortage. “A period of free car 
supply” necessarily connotes a season of slack demand. 
This means a period during which many of the weaker 
mines find it unprofitable to operate at all, whereas the 
operations which are more firmly established, and which 
perhaps have large contracts to fill, occupy the field al- 
most alone. On the other hand, a period of car shortage 
connotes a period when the demand for coal has been so 
increased that all the mines find it profitable to operate. 
In view of these considerations I regard it as indisputable 
that commercial output during a period of free car sup- 
ply is not an equitable measure of probable output during 
a period of car shortage. 

In the second place it should be remembered that the 
Baltimore & Ohio rule was expressly condemned by the 
Commission in its report following the coal and oil in- 
vestigation, in these words: 


rating 


rule 


The effect of the system of car distribution in use upon 
the Baltimore & Ohio Railroad, and especially the method of 
ascertaining the percentage of cars to which each shipper is 
entitled by taking the output in the summer time, resulted 
in increasing the percentages of the large operators with which 
the Baltimore & Ohio Railroad Company was interested and 
in irregular and insufficient car service to the smaller opera- 
tors who did not own “individual cars’’ and who by lack of 
regular car service were unable to make satisfactory con- 
tracts for the sale of their output. 


Consistency alone would seem to require a similar 
finding in the case now confronting us; but aside from that 
I feel that the facts developed in that investigation, as well 


as in other proceedings before this Commission, conclu- 
sively demonstrate the injustice of this rule. 


The Com- 
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mission states, on page 59 of its Report on Discriminations 
and Monopolies in Coal and Oil: 

During this peried of remarkable growth in the coal ton- 
nage on said read (the Baltimore & Ohio Railroad) the in- 
erease of its equipment and betterment of its roadway, some 
coal operators were compelled to dispose of their plants at 
a loss because they were unable to get cars; other persons, 
during the same period, desiring to become shippers, were 


subjected to serious discouragements, that being the policy of 
the road. 


Citations need not be multiplied in order to make it 
clear that the past output of a mine under the conditions 
heretofore obtaining affords no criterion of its normal com- 
mercial capacity, 

Perhaps the most serious fault in the Baltimore & 
Ohio rule is this: The element of commercial capacity, 
which may have been arbitrarily diminished by the un- 
lawful conduct of the carrier, is allowed to count for twice 
as much as present physical capacity in fixing the mine’s 
rating. This permits the carrier to accentuate and prolong 
past wrongs in a greater degree than the rule of the 
Pennsylvania Railroad company. A rule which leads to 
such results is not susceptible of defense either upon 
legal or moral grounds. 

We should not be unmindfu] of the fact that the rules 


we are considering are as unjust to a newly opened mine - 


as to one which has been the victim of discriminatory 
practices. This is clearly pointed out by Judge Pritchard 
in his able opinion in the Pitcairn Coal case, 165 Fed., 130: 


Under the present method of ascertaining the percentage 
of cars to which the shipper is entitled, those shippers who 
are just beginning to develop their property are placed at a 
great disadvantage, and owing to which it is well nigh impos- 
sible for a shipper thus situated to secure a sufficient allot- 
ment of cars as to enable him to dispose of the product of 
his mine in such quantities to secure anything like a substan- 
tial development of his property. Therefore we are of opinion 
that such system of cgal mine rating is unfair and inequitable 
to new mines located ™®long the line of this railroad company, 
where there are a number of old and established mines. To 
hold otherwise would be to give the Fairmont Coal Company 
and other favored companies an undue and unreasonable pref- 
erence, which, as we have heretofore stated, is forbidden by 
the act, and we are therefor of opinion that the court below 
erred in ruling that this parficular method was a fair and 
reasonable one. We think the true rule as to the basis for 
the distribution of cars is correctly stated by Judge Goff in 
the case of United States ex rel. Kingwood Coal Co. vs. W. Va. 
No. R. R. Co., supra, and that, in determining the percentage 
of cars to which each mine is entitled, the railroad company 
should be guided solely by the physical capacity of the mine 
to furnish coal for shipment. 


In view of the injustice of the car distribution practices 
of the defendant and other coal-carrying railroads there is 


only one course properly open to the carriers at the pres- 
The ideal basis for the rating of mines is, of 
difficulty 
Physical capacity may not be 
a perfect standard, but at least it more nearly approaches 
the ideal than a rule.which rests in part upon commercial 
output during a period when unlawful] discrimination was 
I believe that it would not be unfair 
to compel the carriers from this time forth to prorate their 
available equipment among the mines which they serve 
This would enable 
all mines to start upon approximately even terms and 
would deny to mines which have been unduly favored in 
the past the right to retain the full measure of that unjust 
If, after having given the physical-capacity 
it should appear that it 
does not fairly represent commercial needs, proper amend- 
Past commercial] perform- 
ance would not then be such an inequitable factor as it is 


ent time. 


course, present-day commercial capacity. The 


lies in attaining that ideal. 


the order of the day. 


upon a physical capacity basis alone. 


advantage. 
basis a fair trial for a year, 


ments could readily be made. 


to-day. 
Commissioner Clements joins in this dissent. 
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Training for Signal Work 





Philadelphia, Pa., September 2.—The increasing de. 
mand for greater safety and facility in railroad opera. 
tion has caused the Pénnsylvania railroad to institute 
a new plan of training men to maintain and operate 
its signals. Accordingly, there have just been ap. 
pointed four signal apprentices—Jacob Bright, graduate 


of Lehigh 1910; L. J. Phillips, graduate of Sheffield 
Scientific school, Yale 1910; A. W. Fisher, 1910 grad. 
ate of Pennsylvania state college, and A. H. Tasker. 


graduate of Yale 1910, Sheffield Scientific School. 

The different divisions of the lines east of Pitts 
burg have started signal schools where experienced 
signalmen give instruction to the division 
ployes in regard to the proper operation and mainte. 
nance of the different signal and interlocking appliances. 

The importance of this step is 
fact that, whereas, in 


Signal em- 


indicated by the 
1902, theré were but 7,891 inter- 
locking functions in operation on the lines east of 
Pittsburg, in 1908 this number was 20,725—having just 
about tripled in a period of six years. These 20,725 
functions are operated by 8,792 levers. A total of 12,408 
signals are in the service, covering 3,385 miles of road, 01 
over 70 per cent of mileage. 

Signal apprentices will serve a three years’ course. 
The first year will be spent on the mechanical end of 
the work with the repair and construction gangs, the 
second year in the office of the supervisor of 
and the third year on outside work on 
electro-pneumatic appliances. They will 
supervisor of signals while taking this course. The 
next place open to these men is the position of assistant 
signal inspector in the signal engineer’s office. After 
attaining this they will be considered in line of ap- 
pointment to the following positions: Assistant super- 
visor of signals, supervisor -of signals, inspecto: 
ant signal engineer, and signal engineer. 


signals 
electric and 


report to the 


assist- 


Dickson Adheres to Opinion 





St. Paul, Minn., August 28.—Special Master Frederick 
N, Dickson, in a report made public yesterday, announces 
his adherence to the opinion expressed by him in his first 
report in the Pacific coast lumber cases, namely, that th 
rates fixed by the Commission west of the Pembina-Port 
Arthur line should be upheld, but its order condemning the 
ten-cent advance east of the line and allowing, in lie 
thereof, an increase of five cents to certain point should 
be enjoined. 

The first report was attacked by the attorneys for the 
Commission in arguments two weeks ago. Luther M. Wal- 
ter and W. A. Wimbish, representing the Commission, col 
tended that the recommendations of the master as to th 
injunction to be granted should be amended; ut his 
method of arriving at the conclusion that the rates east 
the line of demarcation were unreasonable was erronedl 
that he erred in substituting his judgment for th: 
Commission, and further, that the court or mas‘c! was 
without power to modify an order of the Comm on, as 
would be done by the partial injunction in these cas 
that the mandate must be suspended or accepted 1) (0! 

Argument will be heard before the United St: ‘es ©” 
cuit court here the 15th of next month. 


of the 
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LEADING COMMERCIAL AND 
TRAFFIC ORGANIZATIONS 


The National Industrial Traffic League. 
Object—The object of this league is 
to interchange ideas concerning traffic 
matters, to co-operate with the Inter- 
state Commerce Commission, state rail- 
road commissions and transportation 
companies in promoting and securin 
better understanding by the public an 
the state and national governments of 
the needs of the traffic world; to secure 
proper legislation where deemed neces- 
sary, and the modification of present 
laws where considered harmful to the 
free interchange of commerce; with the 
view to advance fair dealing and to 
promote, conserve and protect the com- 
mercial and transportation interests. 
Membership—Those eligible as members 
are traffic directors, managers, com- 
missioners or other officials in charge 
of traffic of industrial or commercial 
organizations and traffic officers of rep- 
resentative shipping concerns in the 
United States. 

Officers 
J. C. Lincoln, President 
Comm’'r Merchants’ Exchange Traffic 
Bureau, St. Louis, Mo. 
W. M. Hopkins, Vice-President 
Mer. Transp. Dept. Board of Trade, 
Chicago, Il. 
W. E. Cooke, Secretary-Treasurer 
T. M. Apemaee Electric Co., Chi- 
cago, 


ILLINOIS, 
Lake County Manufacturers’ Association, 
E. P. Sedgwick, Pres., Waukegan. 
Natlonal Assoclation of Agricultural Im- 
ae and Vehicle Manufacturers, 
. J. Evans, Sec.. Chicago. 
Sterling 
Manufacturers’ and Shippers’ 
Association, 
In charge of traffic of industries at 
Sterling and Rock Falls, Ill. 


Dm F. Lees 5.0 06 enw eda duns President 
W. K. Pee so ise acs Vice-President 
a. W. PRR view. aid Secretary-Treasurer 
W. BE. LRH caw hareces Traffic Manager 
MINNESOTA, 


Northern Pine Manufacturers’ Associa- 
tlon, J. E. Rhodes, Sec., Minneapolis. 


MISSOURI. 

Business Men’s League, P. W. Coyle, 
Comm’r, 614 Bank of Commerce Bidg., 
St. Louis. 

Commercial Club, F.. W. Maxwell, Comm’r, 
St. Joseph. 

Kansas City Transportation Bureau of the 
Commercial Club, H. G ilson, Trans. 
Comm’r, 105-6-7 Board of Trade Bidg., 
Kansas City. 


NEW YORK, 
Albany Chamber of Commerce, Wm. B. 
Jones, Sec., 95 State St., Albany. 
National Wholesale Grocers’ Association, 
H. Beckman, Sec., 6 Harrison St., 
New York. 


OHIO. 
Cleveland Chamber of Commerce, Munson 
A. Havens, Sec., Cleveland. 


WISCONSIN. 
Merchants’ and Manufacturers’ Assocla- 
tlon, Wm. G. Bruce, Sec., 46 University 
Bldg., Milwaukee. 


TRAFFIC CLUBS 


The Traffic Club of New York, Chas. F. 
qitcore, Pres.; C, A. Swope, Sec. 
he Traffic Club of Chicago, John T. 
peeockton, Pres. Guy S. McCabe, Sec. 
he Traffic Club of Philadelphia, Edw. 
Knight, Pres. H,.C. Trumbower, Sec. 
he Traffic Club of St. Louis, Geo, J. 
eemey, Pres. A. F. Vessen, sec. 
he Traffic Club of Pittsburg, O. M. Ells- 
rth, Pres. T. J. Walters, Sec. 
€ Transportation Club of Indianapolis, 
Th J. Blaker, Pres. L. E. Stone, Sec. 
€ Transportation Club of Louisville, 
pared. Brandeis, Pres. . E. Cham- 
Ss, See. ‘ 
= Transportation Club of Toledo, E. N. 
Tr endall, Pres. L. G. Macomber, Sec. 
e Traffic Club of St. Paul, J. R. Jones, 
the Trad ra Dor —aa Ch: 
c Club o ewar . Mil- 
bauer, Pres. E. G. Well, Sec. ” 
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COMPLAINTS BEFORE COMMISSION 


Digest of Petitions Lodged with Interstate Commerce Board During 


Past Week 


Barker & Co. vs. Guif & S. L., Ill. 


Cent. and other railroads (3485). 
Complainant alleges that on Sep- 
tember 17, 1907, at had. shipped 
from Laurel, Miss., to New Haven, 
Conn., one carload of dressed lum- 
ber, weight 73,600 Ibs. Complainant 
claims that the bill of lading car- 
ried routing instructions via. Har- 
lem River, care of N. Y. N. H. & H. 
Complainant claims that defendants 
ignored routing instructions and by 
so doing it was compelled to pay 
excess and unreasonable charges. 
Complainant prays that after due 
hearing and investigation defendant 
be made to answer such charges and 
asks reparation in the sum of $53.84. 


Bader Coal Co. of Boston, Mass., The, 


vs. P. R. R., N. Y. N. H. & H. (3481). 

Complainant alleges that the de- 
fendants have no through routes and 
joint rates for the transportation of 
soft coal from points in Pennsyl- 
vania to New England points via 
Jersey City routes. Complainant 
claims that on account of such dis- 
advantage it is put at a great in- 
convenience in marketing its goods, 
and prays that after due hearing 
and investigation defendants be 
made to answer such charges and 
to cease and desist from said vio- 
lation and to put in force through 
routes and joint rates via Jersey 
City. 


Brown Bros. Mfg. Co. of Chicago, Il.. 


vs. C. B. & Q. (3484). 

Complainant alleges that on April 
2, 1909, it shipped from Kansas City, 
Mo., to Chicago, Ill., several ship- 
ments of mechanics’ tools, rate 
charged by defendant 80c per 100 
lbs. Complainant claims that the 
rate charged by defendants is ex- 
cessive, unreasonable and unjust 
and prays that after due hearing 
and investigation defendant be 
made to answer such charges and 
to cease and desist from said viola- 
tion, and asks reparation in the sum 
of $1.24. 

G. M. Stephens, attorney for com- 
plainant, 1210 Security Bldg., Chi- 
cago, Ili. 


Corby Co., Inc., The, of Langdon, D. C., 


vs. B. & O. (3490). 

Complainant alleges that the de- 
fendants for a long time prior to 
May 1, 1910, published a rate of 5c 
per 100 lbs. on dried beans from 
Langdon, D. C., to Baltimore, Md. 
Complainant alleges that some time 
after May 1, 1910, the defendant 
raised the rate to 7c per 100 Ilbs., 
and complainant claims that the de- 
fendant by raising said rate to 7c 
imposes a burden and restriction 
upon complainant’s business. 

Complainant claims that charging 
a rate of 7c per 100 lbs. is excessive, 
unreasonable and unjust and prays 
that after due hearing and investi- 
gation defendants be made to an- 
swer such charges and to cease and 


desist from said violation and to put 
in force a more reasonable and just 


rate as a maximum for the future. 
Chas. D. Drayton, attorney for 


complainant, Colorado Bldg., Wash- 


ington, D. C. 


Crescent Coal & Mining Co. of Chi- 


cago, Ill., The, vs. B. & O. (3489). 

Complainant alleges that on July 
15, 1909, it paid defendant $50.00 for 
demurrage charges assessed on sev- 
eral cars of coal shipped from vari- 
ous points to Chicago, Ill. Com- 
plainant claims that charges so as- 
sessed by defendant were excessive, 
unreasonable and unjust, and prays 
that after due hearing and investi- 
gation defendants be made to an- 
swer such charges and to cease and 
desist from said violation and asks 
reparation in the sum of $50.00. 

Guerin, Gallagher & Barrett, at- 
torneys for complainant, Tribune 
Block, Chicago, Il. 


Dawson Bros. of Oklahoma City, Ofla., 


vs. A. T. & S. F. and Gulf, Colo. & 
S. F. (3480). 

Complainant alleges that on July 
22, 1910, it had shipped from De- 
Soto, Kan., to Ardmore, Okla., one 
carload of potatoes, weight 28,130 
lbs., rate charged 49c per 100 Ibs., 
charges collected $137.84. Com- 
plainant claims that the rate charged 
by defendants is excessive, unrea- 
sonable and unjust and prays that 
after due hearing and investigation 
defendants be made to answer such 
charges, and asks reparation in the 
sum of $19.69. 


Fleisher, S. B. & B. W., Inc., of Phil- 


adelphia, Pa., vs. L. H. & St. L., L. 
& N., C. H. & D., N. Y. C. & H. R., 
D. L. & W., C. R. R. of N. J., and 
P. & R. (3483). 

Complainant alleges that on June 
11, 1909, it had shipped from Hen- 
derson, Ky., to Philadelphia, Pa., 
twenty-five sacks of wool, weight 
5,295 lbs., rate 84c per 100 Ibs., 
charges collected $44.48. Complain- 
ant claims that a just and reasona- 
ble rate should not exceed 50%c 
per 100 lIbs., and that the rate 
charged by defendants is excessive, 
unreasonable and unjust, and prays 
that after.due hearing and investi- 
gation defendants be made to an- 
swer such charges, and asks repara- 
tion in the sum of $17.73, with in- 
terest from June 17, 1909. 

G. M. Stephens, attorney for com- 
plainant, 1210 Security Bldg., Chi- 
cago, Ill. 


Hood, A. B., of .Chester, Mont., vs. Gt. 


Nor, R. R. (3488). 

Complainant alleges that on March 
22, 1910, there was shipped from 
Portland, Ore., to Chester, Mont., one 
carload of emigrant movables, 
weight 20,000 Ibs. Complainant 
claims that the rate charged by de- 
fendants is unreasonable, excessive 
and unjust, and prays that after due 
hearing and investigation defend- 





ants be made to answer such 
charges, and asks reparation in the 
sum of $63.75. 

Lambros, P. D., of Butte, Mont., vs. 
C. M. & St. P. and C. M. & P. S. 
(3482). 

Complainant alleges that on Au- 
gust 28, 1909, it had shipped from 
Watertown, Wis., to Butte, Mont., 
one shipment of candy, weight 800 
Ibs., rate charged $8.65 per 100 Ibs. 
Complainant claims rate charged by 
defendants was unreasonable, ex- 
cessive and unjust, and prays that 
after due hearing and investigation 
defendants be made to answer such 
charges, and asks reparation in the 
sum of $38.76, with interest from 
August 28, 1909. 

G. M. Stephens, attorney for com- 
plainant, 1210 Security Bldg., Chi- 
cago, Ill. 

Miller & Co., E. B., of Port Huron, 
Mich., vs. Grand Trunk, Pere M. and 
Ill. Cent. (3491). 

Complainant alleges that during 
the period from March 20, 1908, to 
the present time the complainant 
has been shipping chicory in car- 
‘load lots from Port Huron, Mich., 
to New Orleans, La., and that up to 
August 20, 1909, it was charged by 
defendants a rate of 43c per 100 Ibs. 
Complainant claims that from Au- 
gust 20, 1909, to January 7 it was 
charged the rate of 79c per 100 Ibs., 
but on January 7 the rate was then 
reduced to the 43c basis. Complain- 

ant claims that the rate charged by 
defendants is excessive, unreasona- 
ble and unjust, and prays that after 
due hearing and investigation de- 
fendants be made to answer such 
- charges, and asks reparation in the 
sum o: $1,769.09. 
Miller & Co., The Albert, of Chicago, 
Ill., vs. Tex. & Pac. St. L. I. M. & S., 
Wiggins Ferry and Wabash (3479). 

Complainant alleges that on June 
16, 1910, it had shipped from Ida, 
La., to St. Louis, Mo., a shipment 
of goods, and the same was then 
reconsigned to Chicago, fill., rate 
charged 69c per 100 Ibs. 





Little Rock, Ark., September 2.—Owners of a number of 
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Complainant claims that the rate 
charged by defendants is excessive, 
unreasonable and unjust, and prays 
that after due hearing and investiga- 
tion defendants be made to answer 
such charges, and asks reparation 
in the sum of $106.23. 


Milburn Wagon Co. of Toledo, O., vs. 


L. S. & M. S., Vandalia, M. K. & T., 
M. K. & T. of Tex. (3478). 

Complainant allegés that on July 
14, 1910, it made one shipment of 
wagons from Toledo, O., to Smith- 
ville, Tex., weight 15,500 Ibs., rate 
95c per 100 lbs., charges collected 
$194.75. Complainant claims that it 
ordered from defendants a 36-foot 
car, but in lieu thereof the defend- 
ants placed for loading a 45-foot car, 
overlooking the fact that there was 
no rule in effect that would permit 
the loading of such length car, and 
have applied a minimum for a 36- 
foot car. 

Complainant prays that after due 
hearing and investigation defend- 
ants be made to answer such 
charges, and asks reparation in the 
sum of $47.50. 


Paraffine Paint Co. of San Francisco, 


Cal., vs. Sou. Pac., Nor, Pac., C. M. 
& St. P. (3487). 

Complainant alleges that on Mar. 
29, 1910, it shipped from Paraffine, 
Cal., to’ Lewiston, Mont., one car- 
load of roofing and roof-coating and 
roofing cement, rate charged $1.66 
per 100 Ibs., charges’ collected 
$378.81. Complainant claims that 
the rate charged by defendants is 
excessive, unreasonable and unjust, 
and prays that after due hearing 
and investigation defendants | be 
made to answer such charges, and 
asks reparation in the sum of 
378.81. 

J. O. Brocken, 656 Pacific Bldg., 
San Francisco, Cal., attorney for 
complainant. 


Reynolds, R. J., Tobacco Co, of Win- 


ston-Salem, N. C., vs. Sou. Exp. Co. 

and Wells Fargo & Co. (3492). 
Complainant alleges that on De- 

cember 11, 1909, it shipped from 


Schultz Co., 
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Winston-Salem, N. C., two jars of 
smoking tobacco to Ramona, Okla. 
Complainant claims that the rate 
charged by defendants is excessive. 
unreasonable and unjust, and asks 
that after due hearing and investi- 
gation defendants be made to pay 
by way of reparation the sum of 
50c. 

A. Geo., of Milwaukee 
Wis., vs. C. M. & St. P., M. St. P. 
& S. S. M., Can, Pac. and Spokane 
& I. (3486). 

Complainant alleges that on May 
12, 1909, it shipped one carload of 
wood pulp cartons from Milwaukee, 
Wis., to Spokane, Wash., weight 
32,800 lbs. Complainant claims that 
the rate charged by defendants is 
excessive, unreasonable and unjust, 
and prays that after due hearing 
and investigation defendants be 
made to answer such charges and 
to put in force more reasonable and 
just rates. Reparation asked in the 
sum of $448.60. 

Glickshman, Gold & Corrigan, at- 
torneys for complainant, 625-630 
Coswell Block, 114 Grant Ave., Mil- 
waukee, Wis. 


State of Arkansas ex rel, Hal Norwood, 


Attorney-General, vs. Pullman Co. 
St. L. I. M. & S., St. L. & S. F. and 
other railroads (3477) 

Complainant alleges that the rates 
charged by defendants for the upper 
berths in a Pullman car are excess- 
ive, unreasonable and unjust when 
compared to the rates charged for 
a seat by day and a lower berth by 
night. Complainant claims that it 
is generally recognized by the trav- 
eling public that the lower berth is 
worth the most, the upper berth, the 
next and the seat the last, and that 
a part of this fact is recognized by 
the defendants in the said half 
charge for a seat by day. 

Complainant prays that after due 
hearing and investigation defend: 
ants be made to answer such 
charges and to put in force and ap- 
ply as maxima more reasonable and 
just rates. 


by this record. The Interstate Commerce Commission has 
the right to determine whether or not a common carrie! 
has the right to a differential or division of rates, and the 
further right to say how much that shall be, but the right 





tap lines operating in Arkansas, after a conference with 
the State Railroad Commission, succeeded in getting that 
body to communicate with the Interstate Commerce Ccom- 
mission, asking the national board to suspend the operation 
of the new tariffs proposed by the trunk lines, by which 
they cancel the rate agreement until the question can be 
thoroughly investigated and each line given an opportu- 
nity to determine its standing in court as to whether it is 
a common carrier or not. 

In reaching this conclusion, Chairman Falconer of the 
commission asserted it as his belief that the Interstate 
Commerce Commission, by its recent ruling as to the defi- 
nition of a common carrier, has exceeded its jurisdiction 
and encroached upon the rights of the states. The maiter 
of whether a railroad is a common carrier or not, said 
Judge Falconer, is determined by the nature of the charter 
issued to it by the state, and in Arkansas the fact as to 
whether or not a railroad is a common carrier is shown 

































to determine the nature of a common carrier rests with 
the state chartering such road, in the opinion of Judge 
Falconer. 


Jansen Quits Santa Fe 


W. B. Jansen, vice-president in charge of the account 
ing, treasury, land and tax departments of the Aichison, 
Topeka & Santa Fe railroad, with offices in Chicago, as !& 
signed his position, according to an Associated Press “* 
patch from Topeka, Kan., Wednesday. Ill health is sive! 
as the reason of Mr. Jansen’s retirement. 

Mr. Jansen, in addition to his duties as vice-president" 
acted as assistant to President Ripley. He will be sue 
ceeded in the latter position by E. J. Engel. The cianse 
were effective September 1. 
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LEGAL DEPARCD)ENC 


In this department we shall answer simple questions re- 
lating to the law of interstate transportation of freight. It is 
available both to those who are members of the Traffic Service 
Bureau and those who are not. Readers are particularly in- 
vited to write for advice on specific subjects covering the Act 
to Regulate Commerce and the decisions of the courts and the 
Interstate Commerce Commission thereunder. 

Address Legal Department, The Traffic Service 
Washington, D. C. 





Bureau, 





Alabama.—‘We shipped from a point in Michigan to 
ourselves in Alabama a car routed over several connecting 
lines. We are just advised by the agent of one of said 
lines that the car has been laid out for repairs. This car 
with several others were to make a bargeload to go to our 
plant up the river. The usual time for cars from the Mich- 
igan point does not exceed fifteen days. Anticipating the 
arrival of this car, we had other loaded cars on hand to 
make up the bargeload, upon which we are now compelled 
to pay demurrage because of the repairs required on the 
delayed car. In addition, we will suffer material loss await- 
ing the shipment at our plant. What redress have we, 
inasmuch, as it appears that due diligence on the part of 
the carrier would have prevented this car being used in bad 
order?” 

The practice has been, and the Commission so rules, 
that shippers should in every instance pay the lawfully 
published charges applicable to a shipment, and then make 
claim for refund if they believe they have been overcharged. 
As the Commission has no authority to grant relief to a 
shipper for injury or damages sustained that wholly re- 
sulted from delay in transit, your remedy therefore must be 
sought either in some court possessing competent jurisdic- 
tion in an action for damages sustained by the delay of the 
carrier in forwarding your car, or by paying the demurrage 
charges assessed and then petitioning the Commission for 
a refundment on the ground that the demurrage charges 
were the result of the wrong and negligent acts of the 
carrier. 

a * * 

New York.—‘“When goods are sold F, O. B. mill, whose 
property are they while en route, and whose, if sold F. O. B. 
destination? We recently shipped a car to a distant point 
which was destroyed by fire. The consignee claims that 
the goods are our property, since we failed to deliver the 
same in his town.” 

The presumption of law is that the party to whom the 
Soods are consigned is their owner and the person who is 
entitled to sue for the damage caused by the loss of goods 
in transit. But this presumption may be rebutted. If the 
consignor had sent his own goods to the consignee merely 
on approval or consignment, or has agreed to deliver them 
to the consignee at the particular place to which they are 
consigned, or sold them with instructions to carrier to 
deliver them only on certain conditions, in such instances 
the goods belong to the consignor for the purpose of main- 
taining an action for their loss or injury. In most all other 
stances the title to the goods passes to the consignee as 
soon as they are delivered to the carrier, and the consignee 
would be the proper party to sue the carriers. 

x * ok 

Oregon.—“Last year we shipped sixty carloads of fresh 
Prunes to the eastern market at an established rate of 24 
pounds per crate. This year the railroads insist on weigh- 
ing them, and refuse to allow us to ship on a basis of those 
Sent from California, which we understand is 26 pounds. 
Is this not discrimination?” 

Weight and bulk of goods is one of the elements to be 
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considered in fixing a rate, and certain regulations might 
be made by the carriers concerning it which would uot 


be fair and reasonable. Such a regulation might be wholly 
unjust and discriminatory or preferential to a given 
territory. If so, the Commission would declare the regula- 
tion improper and correct the same. The fact that most 
shippers of a given article in part of a described territory 
are permitted to secure reduced rates by billing at net 
weight, while many other shippers of the same article in 
another portion of that territory pay higher rates through 
billing at full weight of the package and its contents, is 
ample warrant for requiring the carrier to remove the 
unjust discrimination as between shippers by discontinu- 
ing the practice of shipping at net weights in another part 
of the territory. 
oS co oe 

Louisiana.—‘“We pack our product in barrels and sacks 
which we ship in carload lots. The carriers sign all bills of 
lading S. L. & C. and in consequence refuse to pay a claim 
for a shortage, where car reached destination with seals 
intact. We load within 200 feet of the station, where there 
is an agent all the time who can easily verify the contents 
of car before signing bill of lading. Have we the right to 
insist that the agent verify the number of packages loaded 
and thus place responsibility for shortage on the railroad?” 

Aside from the provision of the Act to Regulate Com- 
merce that makes it a penal offense for carriers to issue, 
and for shippers to accept, a false billing of property for 
transportation, there is nothing in the Act to cover the 
question as to how a bill of lading should be made out by a 
carrier, and, therefore, the common law, or the law of your 
state, must be applied to the question you submit. 

It is now almost the universal law of this country, that, 
in the absence of a state statute prohibiting it, all common 
carriers may, by express or special contract with the ship- 
per, exonerate themselves from the liability of being insur- 
ers of the safety of the goods entrusted to them. Such 
contracts are made in the usual form of receipts and bills 
of lading. It has been held that the usual recital in such 
instruments that the goods are in good order has reference 
only to the external appearance, and that, therefore, the 
carriers could show that the loss or delay was caused by 
circumstances over which they had no control. It has, 
also been held that recitals in bills of lading as to the 
amount or quantity of goods received are not conclusive 
between the parties, and that the carrier is not estopped 
from showing that the amount or quantity stated was never 
in effect delivered to it for transportation. As the bill of 
lading is a mere contract between the parties, the carrier 
cannot be compelled to agree therein to be bound to a 
delivery of the quantity specified, or that the bill of lading 
shall furnish the only evidence of the quantity received. 
Your remedy is to so establish and preserve your evidence 
of the precise amount or quantity of goods delivered to 
the carriers that you can positively prove your allegations 
of loss—the carrier, of course, being responsible for any 
proved snortage. 

* * * 


Ohio.—“We received an order from one of our western 
customers for a shipment from our plant to a point in 
Wisconsin, on which was plainly stipulated C. & N. W. 
delivery. Shipment was made and bill of lading issued and 
signed by initial carrier authorizing this route. The car 
on reaching connecting point was held because connecting 
line discovered that the C. & N. W. could not make deliv- 
ery at destination. The carrier asked for further instruc- 
tions, and was advised the same day of error in shipment 
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and correcting the delivering line. The car on reaching 
destination was assessed a special charge for car service. 
While we admit the error in shipping, yet it appears to 
us that the car service charge was not warranted because 
the initial line accepted the shipment, put the car en route, 
and held the car unnecessarily long for additional ship- 
ping instructions.” 

The Commissoin has held that whenever the shipper 
gives instructions to forward his goods by a particular 
route, the carrier is relieved of the duty of ascertaining 
whether the goods could be forwarded by another route 
at a lower rate, on the ground that it is the duty of the 
earrier to forward shipments by the route indicated and col- 
lect the rate established for that route. It is possible, 
though, that if you can conclusively prove any unreascn- 
able delay in the carrier advising.you of its inability to 
make delivery over the route indicated, and on account of 
which large demurrage charges were incurred, that the 
Commission might, on application, reduce the amount of 
such charges. 


Craffic World Changes 


J. J. McCormick has been appointed agent of the Star 
Union Line at Cleveland, O., vice H. E. Prindle, retired 
under the pension rules of the Pennsylvania lines. C. D. 
Howe succeeds Mr. McCormick as district freight solicitor, 
with headquarters at Wheeling, W. Va. 

C. W. Bullen, vice-chairman of the freight department 
of the Trunk Line association, has resigned after over 
twenty-five years’ service. Ill health is given’as the com- 
pelling motive of his resignation. 





Somebody's Going to Get Hurt? 


The following bit of correspondence is said to be a 
Missourian’s wail against railroads. The gentleman from 
the home roost of the show-me bird expresses himself 
as follows: 

, “I don’t like railroads nohow. They never let you 
forget their existence. They are always a-tooting their 
own horn. When you are trying to forget and go to 
sleep, some old locomotive somewhere will let out a 
screech, which will make cold shivers run down your 
back. They seem to run the old thing by whistles, espe- 
cially at night. An engineer will whistle good-bye to 
his wife or sweetheart and upon arriving home he will 
let out some queer blasts in order to let her know he 
is there. The whole town wishes he would live some- 
where else. The thing is a blamed nuisance and as bad 
as a steam calliope to a circus, only there is something 
fine and grand ahead of the calliope, so you could al- 
most forget the wind-up of the procession. The engineer 
whistles at you, and the hind brakeman throws a piece 
of coal at you, the conductor makes your poor little boy 
pay half fare and the fireman throws back cinders and 
smoke until you are so nearly flam-doodles you can’t 
cuss about the half fare the conductor made you pay 
for the little boy. They won’t let you take a dram on 
the train to wash down the soot and smoke. You can 
drink water, but out in kranky Kansas the railroads are 
so stingy they won’t furnish a glass to drink out of. 
Say it is agin the law, just as if kranky Kansas would 
ever be caught napping long enough to pass any laws 



















favoring railroads. I know it’s because they are stingy 
and the tariff.on cups and glasses has riz a whole heap. 

“IT heard one of the old guard democrats say the 
other day ‘That Roosevelt cussed and hollered the most 
against the railroads, but it was Mr. Taft who said 
nothin’ but put the laws on the books agin ’em for good. 
and they do say as how the railroads like Taft the best 
just the same.’ I can’t see why, maybe he said they 
liked Roosevelt best. I don’t remember, I guess the 
railroad men don’t like neither any too well, if the truth 
was known. I think the railroads is turning democrats. 


as they don’t like what the republicans done to ‘em. 
All right, we will welcome them to our bussoms, as we 
need money for campain purposes and we'll pull their 
legs for cash when we need it and our needs are many 
ever once in a while, if not oftener sometimes. I am 
for the railroads when they is liberal, but so far | am 
agin ’em cause I saw in the private ticket office stuck 


up in a frame and printed ‘EXCESS BAGGAGE RATES’ 
and giving a lot of figgers showing how much they are 
charging beyond reasonable rates. Now I thought Con- 
gress had stopped this sort of thing of charging excess- 
ive rates. I was going to mention this to our congress- 
man, but I heard he rode on passes so I kept mum. 

“What makes the big ticket agents so grouchy any- 
way. I asked one when the four o’clock train arrives 
and he just stood and looked at me and said quiet like, 
‘please go to h—!.’ I asked him if his road ran there 
and walked out. I guess he will be more civil hereafter. 
I won’t take none of their back-talk. Just wait until 
my son-in-law is elected assessor of my county, then 
I’ll fix ’em. He is the nominee of the great democratic 
party and knows how to whoop ’em up when he gets 
into the harness. He is all right. I went to him last 
night and told him the cattle had broken down the 
fence and were eating grass on the railroad right-of-way 
further down. He said, ‘that’s all right, let ’em alone. 
The drouth has burnt up our pastures, the cattle are 
thin and if the railroad kills a few we will make ‘em 
sweat for it.’ That boy may one day succeed ‘Gum Shoe 
Bill’ in the Senate. Why are the railroads like live 
stock raisers? Bet you can’t guess. Because they water 
their stock before selling, that’s the answer.” 


Traffic Club Has Midsummer Outing 


About 150 members of the Traffic club of Chicago at- 
tended the midsummer outing at the Homewood Country 
club last Thursday. The golfers were out in full force, and 
the results of the tournament were as follows: 

J. W. Prindiville won the Traffic club championship 
cup, 36 holes, score, gross 183; handicap 32; net 15! 

The runner-up was H. Gower, score 200-46-154. 

W. B. Groseclose won the prize for lowest gross score, 





185. 

W. H. Ward won a prize for the lowest gross score, 1 
holes, 86. 

The lowest net scores were as follows: R. H. Drake, 
159; H. W. Waddle, 167; Jno. Bickel, 166; W. D. Hurlbut 


168: C. B. Sexton, 169; C. C. Campbell, 176; J. S. Talbot, 
176; R. C Ross, 177. 

An exciting game of baseball was played by two picked 
nines, the Cubs defeating the Sox by a score of 18 (0 ll. 
Special features were the first base play of “Pop” Ai and 
the pitching of Davy Champlin. 

The next outing of the club will be held at Ex™00, 
the latter part of September. 
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NEWSPAPER COMMENT 


On Railway and Other Questions of National and Local Interest. 





It is all in vain that “don’t worry” clubs are formed. 
Little effect is produced by those who preach indiffer- 
ence and stoicism against the uncertainty that haunts 
those who live here. There never was a more uncer- 
tain society than the ,resent one. Not even when man 
had only sharpened sticks and stones with which to 
fight and work was he more haunted with danger. Every 
man who is trying to live in the business world knows 
that the chances are many more than two to one that 
he will fail. Every man who holds a position knows 


that he is subject to all the uncertainties that threaten 
the man who is exploiting him, and in addition to all 
the uncertainties that arise from the whims of the 


exploiter. We no longer fear famine treading in the 
wake of a holocaust; but we still tremble before the 
terror of an industrial panic. We no longer shiver in 
fear from lurking wild animals; but the wolf of poverty 
still clings close to the door of multitudes. We have 
guarded against sudden death from the beasts of the 
forest; but the toll of lives in industrial accidents is 
greater than was ever taken by cave bear or jungle 
serpent. All of these things—the crises, the bankrupt- 
cies, the accidents, the unemployment, the misery that 
plants lines in the face and deadens and damns the lives 
of the present population, are all due to the fact that 
the conquests of science, the triumphs of invention, the 
bounties of nature, are the possessions of a few, and 
these few are fighting among themselves to determine 
which of still fewer individuals shall continue to pos- 
sess them. There is plenty for all. There is plenty of 
raw material in nature. There is plenty of skill in the 
mind of man. There is plenty of power and machinery 
and ingenuity to place every human being beyond the 
heed of want or worry. Equal rights to all, special 
privileges to none, will at once end these terrible con- 
ditions —Kansas Commoner. 


e * * 


People very frequently howl against corporations 


without knowing what they are howling about. True, 
there are bad corporations and equally true that cor- 
berations frequentiy do wrong, but the fact that a cor- 
poration is a corporation is no just reason for adverse 
‘omment. In the present day corporations are a neces- 
sity and have done much to build up the country and 
Make it the greatest financially of any in the world. 
Un this line the Bisbee Review has the following very 
Sensible comment: 

“If Arizona is to have her magnificent resources fully 
developed, capital must be invited and encouraged to 
‘ome here to do this work. This capital can only be 
Secured by a guarantee of its protection and liberal 
treatment. Capital can only be concentrated in any de- 
Yelopment effort by the incorporation of companies for 
that purpose, Hence, in this progressive age we cannot 
have capital without incorporations. They own our rail- 
Toads, mines, cattle, stores, banks and all enterprises 
‘t importance. Certainly Arizona should encourage legiti- 










mate corporations rather than do anything which would 
discourage those now here and those needed in the 
future, and the people of Arizona will see that this is 
done. The indiscriminate howl against corporations or 
those connected with them has already gone too far 
here. While Arizona should provide and will provide 
for the proper regulation of all public utility corpora- 
tions and see that they do no wrong to the public, it 
should also guarantee protection and encouragement for 
every dollar invested in the territory for its development 
and prosperity.”"—Mesa (Ariz.) Free Press. 
x * oe 

The Times has always been what is termed a 
“standpat” newspaper, believing in the great republican 
party to do the right thing. It always has, and pros- 
perity has reigned in the land, and for that reason the 
majority of the newspapers of the United States have 
stood by the republican party. And the Times will stand 
by the republican party, and every member of the lower 
and upper house, just as long as those members are 
right. . 

The Times has little use for the words “insurgent” 
and “standpat.” They should never be used in the re- 
publican press. But in some cases they are so expressive 
that it is necessary. 

Senator Bristow of Kansas made some damaging 
charges against Senator Aldrich. Both these gentlemen 
are republicans—Bristow a-so-called “insurgent” and Al- 
drich a so-called “standpatter.” 

Dyed-in-the-wool republican newspapers throughout 
the United States have stood by Aldrich against the 
charges of Bristow, and the Times, along with the rest, 
has heretofore accepted Aldrich’s denial as final and has 
given him the benefit of the doubt. Not that we thought 
him a better man than Bristow, but possibly on account 
of our dislike for insurgency. 

The New York World has investigated the matter 
and finds that Senator Bristow charged (1) that Mr. 
Aldrich personally increased the tariff on manufactures 
of rubber from 30 to 35 per cent; (2) that soon after 
the tariff went into effect a new rubber trust called the 
Intercontinental, embracing five or six companies, with 
a capital of $40,000,000, was organized; (3) that Senator 
Aldrich and his soon are large stockholders and directors 
in this corporation and that the son is general manager; 
(4) that within eight months dividends of more than 18 
per cent were declared. 

While admitting everything here charged, Senator 
Aldrich holds (1) that the tariff increase was not to 
benefit himself but to oblige the treasury department, 
which wanted “uniformity in rates;” (2) that the Inter- 
continental company, not a trust, produces only crude 
rubber, which is on the free list; (3) that the dividends 
were deferred payments; (4) that his company has no 
interest in manufactures of rubber and it cannot possibly 
benefit by the tariff on such articles. 

Further investigation by Mr. Bristow and the World 
shows that the Intercontinental is authorized by its char- 
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ter, among other things natural to a trust, (1) to gather, 
distribute and deal in any articles or goods manufac- 
tured from rubber; (2) that it has a contract with the 
United States Rubber company, the original trust, to 
furnish it with virtually its entire product; (3) that 
Samuel P. Colt, president of the United States Rubber 
company, is Senator Aldrich’s close business and political 
partner and friend; (4) that men identified with the 
Rockefellers are largely interested in United States Rub- 
ber, John D. Rockefeller, Jr., having married Senator 
Aldrich’s daughter; (5) that the Intercontinental is in 
fact a holding company, and that Senator Aldrich’s son 
is the voting trustee of $18,611,500 of the stock, much 
of it owned by Ryan and the Guggenheims. 

Giving Mr. Aldrich the full benefit of every state- 
ment and denial that he has made, we find from the 
above that at the very least the distinguished head of the 
crude-rubber trust in the United States Senate increased 
the tariff to the great advantage of the manufacturing 
rubber trust, which is the crude-rubber trust’s ally and 
greatest customer, and which is controlled by men 
closely associated commercially, politically and socially 
with Senator Aldrich himself. 

Senator Bristow’s charge is sustained by Mr. Al- 
drich’s own admission. In view of the intimate relations 
between these two trusts it is preposterous to talk about 
the satisfactory nature of a defense which is, in fact, 
aside from a few misleading statements, an open con- 
fession. 

Extortionate tariffs develop plutocracy and privilege. 
Plutoecracy and privilege work together. The community 
of interest between the trust in the manufactures of 
rubber (35 per cent) and the trust in crude rubber (free) 


is exceedingly close. Can Senator Aldrich serve one 
without serving the other?—Oklahoma City (Okla.) 
Times. 


* * * 


The Haverhill Gazette recalls the saying of Napo- 
leon that he feared three newspapers more than a hun- 
dred thousand bayonets, and it also refers to the declara- 
tion of Wendell Phillips when he stated that Bennett 
and Horace Greeley were more nearly presidents of the 
United States than Millard Fillmore. In a recent issue 
of the Forum Julius Chambers writes of the influence 
of the press in municipal affairs: “In Des Moines the 
mayor and commissioners rely upon the local press to 
keep every department active and clean. Every branch 
of city administration is an open book to the reporters 
and they are encouraged to investigate constantly. The 
press and citizens lean on each other. Mutually they 
assist the mayor and his council. Warfare does not ex- 
ist between the press and the public officials. They 
work together. I am assured by a student of the Des 
Moines experiment station that not a sinecurist exists in 
the entire municipal machinery. If an incompetent has been 
inherited from past history, the mayor thanks the press 
for pointing out the dereliction.” 

It was Thomas Jefferson who declared that he would 
prefer to live under newspapers without a government 
rather than under a government without newspapers. 
The influence of the press, which has always been great 
ever since freedom of speech became a force, has never 
been more potent than at present. It is strong because 
behind it is public opinion, which the press informs and 
arouses. 

Patriotic citizens should not be discouraged when 
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they see that evils still flourish because of press oppo- 
The press is potent, but not omnipotent. The 
people themselves rule the state and the nation. We 
need militant patriotism in peace. Good citizens must 
be willing to sacrifice themselves and give of their time 
and energy for the public good. The professional poli- 
ticians must be relegated to the background and states- 
men put to the fore. The people must will, as well as 
wish, and they must make their will felt. 


In many communities there are “organs,” newspa- 


pers that are not true to the people whom they profess 
to serve, but that follow the orders of some financial 
or political boss. In most places, however, to counter- 
balance the evil effect of the “organs,” there are news. 


papers that honestly and earnestly endeavor to live up 
to the duties of their high calling. When the masses 
of the people are united, without any division of num- 
bers and strength, with the co-operation of the good 
newspapers they can always secure the reforms upon 
which they have set their minds. 

Popular government is educational. It 


gives the 
best form of government when the citizens live up to 
their opportunities. Like everything else, freedom must 
be paid for; it has been wisely said that “eternal vigi- 
lance is the price of liberty.” 

Therefore it behooves every good citizen to use his 
utmost endeavors to do something for his country. The 
average man is too modest. It is surprising how much 
influence one comparatively obscure man can exert if 
he resolutely sets himself to it. Decent folks’ disgust 
with politics is a big asset of the professional politician. 
Texas and the United States expect every citizen to do 
his duty. When the full duties of citizenship are per- 
formed, then the state and nation will begin to be gov- 
erned as they ought to be—Houston (Tex.) Chronicle. 

“x te Hs 
Senator Depew, returning from Europe, says that 


French investors have become interested in the superior 
advantages offered by the New York Stock 
for speculation. They are tired of their petty 
per cent profits on the Paris bourse. The 
have imagination, and feel that it would 
rein in the New York game. Says Senator 

“The Frenchman speculating on the Paris 
and making or losing from 1 to 3 per cent, found that 
in the boom of 1908 he could jump into Wall 
and make from 20 to 30 per cent. He also dis- 
covered that he could lose at the same or a 
rate.” 

What Senator Depew says about losing is especially 
true. There are unprecedented opportunities, no! alone 
for Frenchmen, but for Americans, to get rid of their 
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there for a year, and brought to light in the new 
plowing. 

The picture,of farmers walking through the fields 
with money dropping from their pockets should be 
more inspiring to the Frenchmen than the Wall street 
prospect. And the farmers nowadays ride in auto- 
mobiles, instead of being ridden by a mortgage. If 


you go into farming, instead of into Wall street, you 
not only get a nice automobile, but you can plow up 
money.—Washington (D. C.) Post. 

% * ae 

The letter of President Taft explaining his attitude 
in regard to the New York political situation has done 
much to clear the political atmosphere in the Empire 
State. 

First of all, it has disabused the minds of the 
of the impression that the national administra- 
had participated in the cabal of certain leaders 
to control the party regardless of the consequences in 
the fall election. Mr. Taft makes it plain that he 
has consistently demanded that everything be done to 
bring about harmony in the party in New York; that 
he has never expressed a preference for any candidate 
and that, above all, he has participated in no way in 
any scheme to defeat Colonel Roosevelt for the tem- 
porary chairmanship of the state convention and he 
explicitly deplores the result of the committee meeting 
that selected Vice-president Sherman for that position. 

In all these particulars President Taft is supported 
in his statements by Lloyd C. Griscom, chairman of the 


people 
tion 


New York County Republican Central committee, and 
champion of Colonel Roosevelt for the chairmanship. Mr. 
Griscom’s statement is even more blunt and directly 


charges the 
President’s 


“old guard” has played politics with the 
name and has misrepresented his attitude. 
He further charges that they would be glad to unload 
defeat in the state upon the shoulders of the President 
on the ground that he had ignored the policies of 
Hughes and Colonel Roosevelt, whom they 
have opposed at every turn. He closes with an ex- 
posure of the alliance between Tammany Hall 


Governor 


and 


some of the “old guard” leaders during the last two 
legislatures, 
Colonel Roosevelt meets the situation squarely by 


declaring, “I am very glad to see President Taft’s letter 
and am pleased with it.” 

These statements are sufficient evidence that there 
is no break between President Taft and Colonel Roose- 
velt, but that they are working in accord in an effort 
‘o bring about the success of the Republican party in 
New York state this fall. It does, however, indicate 
that whatever there may be in the nature of a break 
it has come between President Taft and Vice-president 
Sherman. 

These statements come at an opportune time, for 
they clear the atmosphere and draw the lines sharply 
for the consideration of the voters at the primaries. 


It is not to be supposed that the people of New York 
who 


have repeatedly honored Colonel Roosevelt and 
have twice expressed their confidence in Governor 
Hughes will be misled in the present situation.— 
Pueblo (Colo.) Chieftain. 
% co * 


As the days go by the question is being frequently 
Dut, not, it is suspected, through any honest motive, 
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but for the purpose of embarrassment ridicule. 


and 
The World has accepted the recent statements of emi- 


nent leaders as defining insurgency—“that” government 
should be administered by men for human welfare 
rather than by money for profit.’ And again: “Party 
integrity is of far greater import than party solidarity.” 

Now comes Judson C. Welliver, in Hampton’s Maga- 
zine, and amplifies these principles somewhat: 

“It must be kept very clearly in mind that the 
insurgency—the insurgency that has taken on its pres- 
ent form and force since Roosevelt left the country— 
is not partisan. It cannot be partisan, because there 
is no party that fits it. Just now it is looked upon 
too commonly as a revolt of Republicans against their 
party’s leadership. But if you will go back to the 
people you will find that it is as much Democratic as 
Republican. Texas, torn by Bailey and anti-Bailey fac- 
tionalism; Florida, with Broward and Taliaferro fighting 
for control; Tennessee, with party lines destroyed in 
the contest for and against the Patterson machine— 
these all tell the story of the same inspiration and 
purpose that have produced Cummins and Dolliver in 


Iowa, Bristow in Kansas, Foss in Massachusetts, La 
Follette in Wisconsin and Beveridge in Indiana. 
“Now, insurgency is not a party affair. It is a 


national arousal of conscience. It is the world-old fight 
of the Many for an even chance with the Few. It is 
a contest of classes as truly as was the fight for Magna 
Charta; a contest of the unprivileged against the privi- 
leged. It proves that the world moves. 

“Insurgency recognizes that political feudalism has 
been succeeded by industrial feudalism. It would arouse 
the people to realize this and to remedy it. It is opti- 
mistic enough to believe that if the people of King 
John’s day could win freedom, those of the twentieth 
century can do as much. 

“We will understand the real significance of the 
new movement when we realize that all these insur- 
gents, by whatever name they call themselves, to-day 
are fighting for the same end—the overthrow of money 
control of our affairs.” 

Which, after all, means that insurgency is nothing 
more than a militant demand for uncompromising hon- 
esty and fairness in government.—Tulsa (Okla.) World. 


a * * 


Those who have an idea that the tariff has nothing 
to do with the increased cost of living should consider 
the following fact, which affects practically every man: 

A suit of clothes weighing six pounds and~ worth 
$10 in Windsor, Canada, is taxed 44 cents per pound, 
or $2.64, plus 60 per cent ad valorem, or $6, when it 


is taken across the river to Detroit, and hence must 
sell at $18.64. The United States consumer pays the 
tax. 

As a matter of fact, very little of our wearing 


apparel comes from across the Canada line. But prices 
within the United States on commodities controlled by 
the great manufacturing combinations are always deter- 
mined by the lowest price at which similar goods can 
be brought into the country and sold in competition. 
Consequently American made goods cost the consumer 
practically the same price as would the Canadian made 
goods, if they were imported in considerable quantity. 

Similarly, the following tariff schedules on articles 
indispensable in every home show how at every hand 
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the people of the nation pay tribute to its great manu- 
facturers: ‘ 

Cut this out and paste it in your hat. It shows 
the tariff tax on a few articles indispensable to life 
in every home: Cotton cloth, per yard, 8 cents and 
20 per cent, provided no such cloth shall pay less than 
50 per cent; cotton clothing and wearing apparel, 50 
per cent; stockings, valued at $1 per dozen, 70 cents 
per dozen; stockings, valued at $1 to $1.50 per dozen, 
85 cents per dozen; blankets, 33 cents per pound and 
40 per cent; flannels, 7 to 8 cents per square yard 
and from 50 to 55 per cent; ready-made clothing, wool, 
44 cents per pound, 60 per cent; knit goods, wool, 44 
cents per pound and 60 per cgnt; refined sugar, per 
pound, 1.91 cents. . ° 

No wonder the increased cost of living is becoming 
a problem.—Shawnee (Okla.) Herald. 

oS * * 

“History tells us,’ writes Professor Cyril G. Hop- 
kins of the University of Illinois in the Popular Science 
Monthly for June, “that Roman agriculture declined 
until a bushel of seed brought only four bushels in the 
harvest—declined until the high civilization of the Med- 
iterranean countries passed into the dark ages which 
covered the face of the earth for a thousand years, until 
the discovery of a new world brought new supplies of 
food, renewed prosperity, and new life and light to 
western Europe; but the dark ages still exist for most 
of our own Aryan race in Russia and in India, where, 
as an average, day by day, and year by year, more 


people are hungry than live in the United States, where 
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the average wage of a man is fifty cents a month, 
where famine rages always, and where the price of 
wheat sometimes rises to a point wh@re six months’ 
wages of a workingman are required to buy one bushel, 
This is the condition where the absolute needs of the 
population exceed the food supply; and just so sure as 
the intelligent and influential men and women of Amer. 
ica continue to ignore the material foundation upon 
which national prosperity depends, just so sure will 
future dark ages blot out American civilization.’ 


* * * 


“It is the middleman, not the railroads or the farm 
ers, who has profited by the high prices of food.” So 
declared B. F. Yoakum, chairman of the Frisco system, 
in addressing the Farmers’ Educational and Co-operative 
Union, at St. Louis. Mr. Yoakum said there had been 
heavy reductions in freight rates, but these had been 


absorbed by the dealers and not shared in by either 


farmers or consumers. To show how little profit comes 
to producer or carrier, he cited these examples among 
others: For a bushel of green beans the Florida farmer 
receives $2.25, for the eight-hundred-mile haul New 


and for this 
$6.40. To 
took 
table 


York the railroad receives fifty cents, 
same bushel of beans the consumer pays 
produce the beans and get them to market it 
$2.75, and then required. $3.65 to get them on th: 
of the consumer. Again, thirty cents a dozen was the 
average price of eggs in-New York~-last year. The 
farmers of Arkansas and Missouri received fiftee: 
the freight was two cents, and the middleman pocketed 
thirteen cents on each. dozen.—Shawnee (Okla.) Herald. 
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THE SCENIC HIGHWAY 
THROUGH THE 


Lano or FORTUNE 


Northern Pacific Railway 


When You Ship to the 
Northwest 


Route your freight via the Northern Pacific Railway for 
quick service. e same superior facilities which have 
made this line notable as a passenger carrier are afforded 
for the prompt and speedy eg Ke of freight ship- 
ments, both carload lots and L. C. L. 


SERVICE THAT SETS THE PACE 
Between the Head of the Great Lakes, the upper Mississippi 


Valley and the North Pacific Coast. 


Route of the de luxe ‘‘North Coast Limited” and four other 
daily electric-lighted transcontinental passenger trains. 


May we serve you? 


A. M. CLELAND 


Gen’! Passenger Agent 


J. B. BAIRD 
Gen’! Freight Agent 


Passenger and Freight Representatives in Principal Cities 


Important to Shippers 


Freight and Express Rate and Traffic Man wants 
position. 20 years with Railroads, Shippers and 
R. R. Commissions. Age 36, health good, personal 
and business record clean. Will go anywhere at 
reasonable salary and depend on results for ad- 
vances. Thoroughly posted on all Commerce Laws 
and General Freight and Express matters, and can 
get results. Any proposition from individual ship- 
pers or associations of shippers promptly considered. 


Address Traffic Man 


care of Traffic Service Bureau. 
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DIRECTORY OF ATTORNEYS 


AND COUNSELORS AT 
LAW 


PRACTICING BEFORE THE INTERSTATE 
COMMERCE COMMISSION. 
CHICAGO, ILL. 


JOHN B. DAISH, 1410 Security Trust bldg.; 

Interstate Commerce cases only. 
CINCINNATI, OHIO. 

JONES & JAMES, Mercantile Library bldg.; 
practice before the Interstate Commerce Com- 
mission. 

NEW YORK. 
RICHARD J. DONOVAN, 


, 170 Broadway; 
Counselor at Law; 


Preparation of cases and 
trials of cases before the Interstate Commerce 
Commission a specialty; Experts on railroad 
tariffs furnished; Correspondence invited. 

WASHINGTON, D. C. 

ARTHUR R. THOMPSON, Colorado building. 
Thompson & Van Sant. 

CHAS. D. DRAYTON (formerly Attorney for 
the Interstate Commerce Commission), Colo- 
rado building. 

JOHN B. DAISH, 602-606 Hibbs bidg.; 
state Commerce cases only. 

LECKIE, FULTON & COX, Attorneys and 
Counselors at Law, 612-616 Colorado bldg.; 
practice before the Interstate Commerce 
Commission. 


Inter- 


ACCOUNTANTS AND ENGINEERS 


NEW YORK. 

M. W. Thompson, 111 Broadway; 
Engineer, Lawyer; Specialty: Railroad Legal 
Accounting in I, C. C. and Court Cases; 
rate, cost of service, value of physical proper- 
ties, franchises, etc. 


Accountant, 








Continental Bolt & Iron Works 


UNION AND 22D STREETS CHICAGO, ILL. 


MANUFACTURERS OF 


MACHINE BOLTS, UPSET BRIDGE RODS AND 
STRUCTURAL RIVETS 
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YOU DONT HAVE TO BE-A LAWYER | | °" 
To Be a Successful Traffic Man, = 
BUT— PARE 
You must be grounded in a knowledge of commerce law 
é BUFFALO 
Not, of course, the minute, technical knowledge of the traffic "C0. a 
attorney, but a broad general understanding of the principles that are fering 
fundamental in the construction and interpretation of our statutes govern- 
ing interstate commerce. Complex methods of doing business, methods 
undreamed of by our forefathers, have made necessary much legislation qucaen, 
that the successful traffic man of to-day must know. 9 1 
Wallac 
It is this knowledge that is one of the distinguishing features between a ant 
traffic manager and e chipping clerk. omg 
To give this broad knowledge of the law, this general but accurate TUDSON 
survey of the entire field of commerce legislation, there is one work Chicas 
whose supremacy has never been disputed. That is duced 
46 ° e 99 MIDLAN 
Hutchinson on Carriers on 
, Chicag 
Since its first appearance it has been recognized as the one work ow, 
authoritatively ee the entire field. It has been revised and brought tractor 
thoroughly down to date. The latest edition, the third, retains all the custom 
essential features of the previous editions, but has been revised and _— 
enlarged to cover the many new developments since the appearance of DALLAS, 
the second edition. WM 3 
Don’t ~ think a work that has been able to hold the lead since house. 
1879 should be in your business library? ™ 
“Hutchinson on Carriers” is divided into fifteen chapters, contains i 
1446 sections (1,000 of which have been revised or rewritten), deals with es. 
11,000 cases (6,000 of which have been added since the second edition) stored 
and 30,000 citations. special 
3 Volumes, $18.00 net. — 
DETROIT, 
The Traffic Service B Is 
e€ i Yrarric rvice Dureau go. 
Specla 
: tion. 
26 JORDAN BUILDING 126 MARKET STREET HJ. R 
Washington, D. C. Chicago, Ill. agents 
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Directory of Transfer Agents, Freight Forwarders, 
Warehousemen, Custom ‘House Brokers, etc. 





BINGHAMTON, N. Y. 


MERCHANTS’ WAREHOUSE COM- 
PANY. Storage, transfer and for- 
warding. The Quackenbush Company. 





BUFFALO, N. Y. 


ferring and forwarding 


phone No. 683. 





CHICAGO, ILL. 


BELT LINE TRANSFER & STORAGD 
CO., warehouses located at 76th and | 
Wallace Sts., on Belt Railway; Office, | 
4 Sherman St.; do a general storage 
and transfer business; issue nego- 
tiable warehouse receipts, good at any 
bank. 


JUDSON FREIGHT FORWARDING 
CO., INC., 443 Marquette Bidg. Car- 
load distribution to all railroads at 
Chicago without teams; L. C. L. ship- | 
ments of machinery forwarded at re- | 
duced rates to all principal western | 
and Pacific Coast points. 


CO., 43d and Robey Sts. Belt 
line warehousing and reshipping with- 
out teams. Carloads received rail or 
lake and reshipped rail, L. C. L., at 
Chicago rates. Insurance rate, 29c. 


| 

MIDLAND WAREHOUSE & TRANS- | 
~ 

' 

} 


G. W. SHELDON & CO., Monadnock | 
Block. Import and export freight con- | 
tractors, warehousemen and insurance 
agents; custom house brokers and 


custom house attorneys. 





DALLAS, TEX. 
W. M. EDWARDS, JR., 113 Austin St. 


General transfer and forwarding 
agent; reshipping; storage; ware- | 
house. Carloads or less consigned to | 


our care will be delivered promptly. 





DENVER, COLO, 
| 


VENVER STORAGE WAREHOUSE | 
CO., 1521-31 20th St. Merchandise | 
stored and forwarded. Insurance at | 
special rates. Consignments solicited. | 


a 


DETROIT, MICH. 


E. FERGUSON CO., LTD., foot of 
Fourth St. Authorized cartage agents 
for the MICHIGAN CENTRAL R. R. 
CO. General cartage and forwarding. 


Special attention to carload distribu- 
on. 





H. J. READING TRUCK CO., 57 East 
Woodbridge St. Authorized cartage 
agents for the Wabash and Canadian 
Pacific railways and for the Anchor 
Line steamers. Special attention given 
to distribution of carload freight for 
two or more parties. Merchandise de- 
livered as ordered. 








| ELMIRA, N. Y. 


ELMIRA STORAGH & SUPPLY CO. 
General storage, transferring and for- 
warding. Warehouses accessible to 


all railroads. Prompt service. 





| KANSAS CITY, MO. 


K, & M. STORAGE CoO., Ninth and 

Santa Fe Sts. 

Track connection with all roads en- 
tering city. 

Carloads stored, distributed and re- 
shipped. 

Track capacity, eight cars a 7. 

Low insurance, prompt, satisfactory | 


service, 
Bonded in accordance with state laws. 


TERMINAL WAREHOUSE CoO., 24th 


and Broadway, on Kansas City Belt 


Railway. 
Reinforced concrete building. 
Comes stored, distributed and re- 


shipped. 

Absolute safety in storing. 

Prompt and careful service in dis- 
tributing and reshipping. 

Insurance, 25c per $100 per annum. 





LOS ANGELES, CAL. 


LOS ANGELES TRANSFER CoO., 
S. Broadway. Baggage and freight 
distribution; consignments and car- 
loads our specialty. Established 1885. 
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LOUISVILLE, KY. 


LOUISVILLE PUBLIC WAREHOUSE 
COMPANY, INC. Import and export 
freight contractors, transfer and re- 
shipping agents, custom house brok- 
ers. Bonded and free warehouses. 





ST, LOUIS, MO. 


ASHLEY WAREHOUSE CO. Bonded 
and general storage. Drayage facili- 
ties. Cars promptly handled. Custom 


house entries attended to. Insurance 
18c. Track connections. 
BONDED EXPRESS & TRANSFER 


CO. Distributors of bulk shipments, 
— or less. Consignments so- 
icited. 


SALT LAKE CITY, UTAH, 


A. STIEFEL PIONEER TRANSFER, 
615 Tribune Bidg. 
and distributing agents. Carload dis- 
tribution our specialty. 
prompt, Established 1872. 





SCRANTON, PA. 


MERCHANTS’ WAREHOUSE co. 
Commercial storage, transfer and for- 


warding; railroad sidings. The Quack- 


enbush Co., proprietors. 


SAVANNAH, GA. 


SAVANNAH WAREHOUSING 
Wholesale distributors and 
Modern 


southern trade. Prom d ; 
given carload shipments for’ distribu- 
tion. Drayage. i 





WILKESBARRE, PA. 
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The Legal End 








UST in the same manner in 
which The Traffic Service 
Bureau has made a reputation 
for furnishing technical data 
_on traffic matters, so is it now 
prepared to assist patrons im 
handling the legal phases of 
their shipping business. 


HE Traffic Service Bureau 

is able to offer you the 
services of its legal depart- 
ment, under the personal 
direction of our General 
Counsel. Wecan act either 
as consulting attorney or as 
attorney of record; we will 
handle your case from start to 
finish, or assist in the prepara- 
tion of such legal data as your 
own personal counsel may not 


have at hand. 

A® in all other departments, 
your wants are our only 

limitations, 


General transfer | 
Reliable and 








The Traffic Service Bureau 
26 Jordan Building, Washington, D.C. 
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ARS 
FREIGHT CARS 


Steel and Wood Construction. Special and Standard Designs. 


CA BOOSES 
ALL TYPES SPECIAL EQUIPMENT 


DERRICK CARS CONSTRUCTION CARS 
CREOSOTING CARS LOGGING CARS AND TRUCKS 


SPECIAL TRUCKS OF ALL CAPACITIES 
Works: CHIGAGO, PARIS, ILL. General Office: GHIGAGO 


WRITE FOR NEW CATALOGUE 




















McGUIRE-CUMMINGS MFG. CO. 
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